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Eprror’s Note: This issue of THE JOURNAL contains 
all the papers presented at the AMA meeting at Cleveland, 
November 11-12, 1943, except for a few papers which did 
not reach the Editors in time for inclusion. Space limita- 
tions have made it necessary to abbreviate some of the 
papers. 

The first session, on “Changing Markets,” was under 
the chairmanship of Dr. Franklin R. Cawl, Director of 
Marketing and Research, Arthur Kudner, Inc. and 
President, Philadelphia Chapter AMA. In introducing 
this session, Dr. Cawl pointed out that: 

“We have applied scientific research to commodities for 
some time but we are just entering the era when we realize 
that it must be applied in just as big and fundamental a 
way to markets. 

“We've spent millions on product research and pennies 
relatively on market research—on the consumer, if you 
will—the most whimisical and variable factor in the whole 
economic structure. 

“And now we are faced with cataclysmic changes in 
products, in markets, in channels of distribution, in the 
services that we depend on such as transportation and 
communication, and in all of our space and time relation- 
ships. 

“The result is the most marvelous opportunity that 
we as marketing and research people have ever had to prove 
that we can do the job of unscrambling this complex situa- 
tion—of leading the way to a more scientific and orderly 
approach to these problems than we have ever had in the 
past. It is the purpose of the four papers which follow to 
establish guide posts to help us handle these problems.” 


ONSUMER marketing and distribution 
C is one of the more highly organized 
activities of the American people. Con- 
sumer marketing and distribution is also 
one of our activities most sensitive to the 
impact of war As a consequence, we may 
well expect that after nearly two years 
of war, a considerable modification of our 
traditional approach to a study of mar- 
kets will be in order. 


THE PANORAMA OF CHANGING 
MARKETS 


In less than two years of war we have 
witnessed a change from a buyer’s to a 
seller’s market in a large number of con- 
sumer items. This change came about 
because a rapidly increasing purchasing 
power of the people soon outstripped a 
declining supply of goods. This violent 
disruption of a normally delicate balance 
between supply and demand has created 
new values and new kinds of markets. 
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The retailer, faced with increased dif- 
ficulty in obtaining goods to sell and a 
declining quality of labor supply, soon 
found a compensating willingness on the 
part of his customer to accept higher 
prices and poorer service. He found 
many housewives placing increased em- 
phasis on the nutritive values of the 
limited food supply they could purchase 
under rationing. And, as unemployment 
declined and incomes increased, he found 
it easier than ever before to sell quality 
products. 

The average consumer, too, faced new 
problems. Many new family units were 
created for the record, but in practice the 
husband in service could spend little, if 
any, time at home. In other cases, the 
higher income from a war job was nec- 
essarily accompanied by crowded, ex- 
pensive, and sub-standard living condi- 
tions. With limited recreational facilities 
available, there was an increase in the 
consumption of alcoholic beverages and 
expenditure for organized entertainment 
that probably resulted in a considerable 
modification of the normal expenditure 
patterns of these consumer units. 

Again, other consumers were members 
of that typically American, but not too- 
well-defined, group known as middle 
class families. In many cases higher 
taxes and higher prices outstripped rela- 
tively modest increases in income, re- 
sulting in a decline in real purchasing 
power for goods and services. Among 
this group, savings often take the form 
of insurance or payments on a home or 
regular additions to a bank account. 
These obligations in dollars are relatively 
fixed, so that any decline in purchasing 
power will probably result in a decline 
in the proportion of the nation’s total 
goods and services which these families 
consume during wartime. However, there 
is evidence that among these families 
there is an accumulating deficit for 


goods and services that will be strongly 
felt in trade channels during the early 
postwar years. 

In looking at this panorama of chang- 
ing markets, we must keep in mind that 
a consumer market is a structure requir- 
ing time and money to build, and one 
which must have constant maintenance 
and repair. To a manufacturer, con- 
sumer acceptance for his products is as 
much an asset as the machinery in his 
plant. 

For some manufacturers war has de- 
stroyed not only the normal market but 
also has caused a loss of the sales per- 
sonnel required to re-create and maintain 
the market. Under these circumstances 
it is difficult to separate consideration of 
war and postwar marketing problems, 
because if we are to have stable postwar 
markets tomorrow, the problem of plan- 
ning is with us today. 


INcoME As A MARKET Factor 


What single characteristic of the popu- 
lation represents the best index to mar- 
kets? Some marketing men say income, 
others say possession of goods, and still 
others believe that education, rent, oc- 
cupation or size of family is the best 
indicator of purchasing power. 

There is little question that under nor- 
mal conditions each of these factors is 
important. It seems equally certain, 
however, that these factors now have 
less relative importance than formerly, 
as an index either to wartime or to post- 
war markets. For example, under the 
rent control act, home rental values 
ceased to be a sensitive indicator of mar- 
kets. We have also witnessed the market- 
ing paradox of increasing incomes and 
declining purchases of automobiles, re- 
frigerators and other consumer durable 
goods. It is clear that correlations be- 
tween factors that formerly we were 
fairly secure in predicting, have now 
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been rendered obsolete and useless for 
practical purposes. 

To my knowledge, there has not been 
a complete survey made of consumer in- 
comes and expenditure patterns since 
the study made jointly by the Bureau of 
Labor Statistics and the Bureau of 
Human Nutrition and Home Economics.! 
This study covered the calendar year 
1941 and the first quarter of 1942, and 
was designed, on a somewhat smaller 
scale, to bring up to date a similar sur- 
vey conducted by the same government 
agencies in 1935 and 1936.? 

A number of private companies are 
constantly in the field obtaining similar 
data for market research purposes. This 
information is often available to inter- 
ested persons, although because of vary- 
ing methods and procedures, it is statis- 
tically difficult to combine two or more 
of these private surveys, for the purpose 
of providing a larger and more stable 
base for drawing conclusions. 

In this connection, the entire Septem- 
ber, 1943 issue of the Annals of the 
American Academy of Political and Social 
Science is devoted to a study of the 
American Family in World War II. This 
issue brings together a series of articles 
by outstanding students, including a de- 
tailed analysis of the latest government 
study on incomes and expenditures men- 
tioned above. It should be of consider- 
able background interest to marketing 
people. 


SAVINGS AS A MARKET Factor 


At this point the manufacturer may 
well turn to market research and ask, 
“What factor should I consider as an 
index to my markets now and in prepara- 


1 Williams, F. M., Spending and Saving of the Na- 
tion’s Family in Wartime, Bureau of Labor Statistics, 
1942. 

2 Consumer Purchase Study, 1935-1936, Bureau of 
Labor Statistics, 1939-42. 


tion for postwar selling?” I think that 
there is an answer to this question and 
that answer is consumer savings; the 
money that is saved rather than the in- 
come that is received and spent in war- 
time will determine ability to buy in the 
postwar market. One of the outstanding 
marketing developments of this war has 
been the unprecedented volume of sav- 
ings which has accumulated in the hands 
of consumers. Increased wages and sal- 
aries, war bond drives, the liquidation of 
inventories of small unincorporated busi- 
nesses, and the decline of consumer in- 
stallment debt, have served to raise the 
level of savings to new all-time records. 
Liquid savings, as estimated by the Se- 
curities and Exchange Commission, to- 
taled 4 billion dollars in 1940, 10 billion 
in 1941, 29 billion in 1942, and this year 
is expected to top 37 billion dollars. This 
last figure is equal to g or Io times the 
pre-war rate of saving. 

If the war lasts another 12 months, 
the wartime savings accumulated since 
Pearl Harbor will exceed the total na- 
tional income in any pre-war year. Anal- 
ysis of this backlog of purchasing power 
by government economists indicates 
that at least two-thirds of the total will 
be in the hands of consumers having in- 
comes of less than $10,000 per year. 

One of the best analyses that I have 
seen on the subject of savings is con- 
tained in an article by S. Morris Livings- 
ton.’ Mr. Livingston develops the inter- 
esting thesis that consumer savings may 
well be the catalyst which will bring 
about the cooperation between consumer 
and producer that is necessary if we are 
to have full postwar employment. The 
producer looks at the accumulated back- 
log of purchasing power and turns out 
goods, thus creating employment. The 
consumer, safely insured against contin- 


3 “Wartime Savings and Postwar Markets,” 
o&f Current Business, September, 1943. 
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gencies by his savings, is ready to spend 
a larger proportion of his income for the 
producer’s goods. Thus, Mr. Livingston 
concludes, wartime savings do not even 
have to be spent in order to have a favor- 
able influence on postwar markets. This 
conclusion seems to me not only to be 
sound, but also to furnish the manufac- 
turer with a new index to consumer mar- 
kets that is applicable to the solution of 
many of his future distribution problems. 

The changing pattern of these savings 
is also interesting. Two years ago, as 
curtailments began to be felt in the vol- 
ume of new consumer goods available 
for purchase, an important form of fam- 
ily savings consisted in paying off ac- 
cumulated time-payment obligations. 
Now, however, when much of this kind 
of debt has been liquidated, individuals 
are saving their money in the form of 
checking and savings accounts and in the 
purchase of securities, especially war 
bonds. I believe that, if this trend to 
liquid cash and to bonds should con- 
tinue, it will constitute a postwar market 
opportunity never before witnessed in 
this country. 


SAVINGS IN GOVERNMENT SECURITIES 


A Bulletin of the Treasury Depart- 
ment, dated October, 1943, contains 
some revealing statistics on the subject 
of savings. Of the present national debt 
of some 160 billion dollars, approximately 

132 billions are owned by private inves- 
tors. Of this, some 30 billions are in war 
savings bonds. In addition, about 200 
million dollars are currently invested in 
war savings stamps of the ten-cent to 
five-dollar variety. Nearly 87% of these 
stamp collections eventually grow into 
bonds, the balance being redeemed in 
cash. 

The so-called Series E war bond for 
private investors represents an increas- 
ing form of savings for persons on wages 


and salaries, since this bond is used on 
the payroll deduction plan. Some 183,000 
firms are now using this plan. In these 
firms 27 million employees have signed 
up for payroll deductions. The average 
salary of these persons is about $170 per 
month and they have agreed to deduc- 
tion totaling just over 9% of their pay, 
or roughly $185 per year, on the average. 
It should be remembered that this $185 
per year represents savings only from 
war bonds purchased under payroll de- 
duction plans and does not include other 
bond purchases nor other ways of in- 
creasing the family’s net worth, such as 
paying insurance premiums, paying off 
installment debt, increasing savings ac- 
counts, and the like. 

Naturally, marketing men are inter- 
ested in the bond redemption figures. 
The sale of war bonds that is followed by 
quick redemption is, of course, of little 
value in combating inflation or in provid- 
ing a backlog of postwar purchasing 
power. 

The Series E bond is designed for 
small investors while Series F and G 
bonds are for larger investors. In fact, 
about go per cent of the value of F and 
G bonds is held in denominations of 
$1,000 or more per bond. Some valuable 
marketing clues, however, may be ob- 
tained by looking at the redemption 
rates of Series E bonds which run from 
$25 per bond up to $1,000. 

These Series E bonds first went on 
sale about the time of Pearl Harbor. The 
Treasury still has 923 per cent of the 
money received from investors in all de- 
nominations of these bonds. In other 
words, the cumulative redemption rate 
to date has averaged about 7} per cent 
of the total outstanding value. However, 
at the present time the over-all redemp- 
tion rate has increased to about I per 
cent per month. 

There are, however, differences in re- 
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demption rates by size of bond, which 
may also be significant to marketers. For 
example, the $25 bond, which contains 
the largest total amount of money as 
well as the largest number of investors, 
has a cumulative redemption to date of 
13.7 per cent. The $50 bond figure is 
7.7 per cent, the $100 bond 4.5 per cent, 
and each of the $500 and $1,000 bonds 
have averaged 3.7 per cent. Additional 
information shows that Series F and G 
bonds, for larger investors, have a re- 
demption rate about as large as that for 
the smaller Series E bonds. 

This evidence points to the conclusion 
that redemption rates are greater for 
small denomination bonds, and that the 
rate declines rapidly as the size of the 
bond increases. Some additional data 
along this line were made available re- 
cently by the Treasury Department in 
its analysis of the sale of bonds during 
the third war loan drive held in Septem- 
ber. In the first war loan drive 36 per 
cent of the total value sold was in $25 
bonds. By comparison, in the third drive 
only 26 per cent of the value was in these 
small bonds. There is evidence that an 
increased proportion of all savings is 
taking place among individual investors 
able to buy bonds of $100 denomination 
or more. This trend will bear watching, 
and if it continues, should be of real sig- 
nificance in planning postwar markets. 


THE Farm MARKET 


We should not leave even a brief sur- 
vey of the stresses and strains of war on 
the American family without stopping to 
consider the American farmer. These 
farm families combine their living and 
business into a single way of life. As a 
consequence, different yardsticks are re- 
quired to measure them as a potential 
market for any product. Take savings as 
one example. The farm family of median 
income saves as much as the urban fam- 


ily of median income, although in actual 
cash the urban family takes in twice as 
much. Again, when we compare urban 
and farm families of equal income, the 
farm family is able to save nearly ten 
times as much as the urban family. 

There is evidence of increased pur- 
chasing power on the part of the Ameri- 
can farmer. In the recent war bond drive 
the only states which exceeded their 
quota were North Dakota, Montana, 
South Dakota, Iowa, Wyoming, Minne- 
sota, Mississippi, Nebraska, Oklahoma 
and Colorado. All of these states are 
among our top-ranking agricultural 
states. Again, current deposits in coun- 
try banks totaling about 8°billion dollars 
with a prospect of their reaching more 
than 103 billions by January of 1944, is 
another indication of the potential farm 
market. 

A Curtis Publishing Company study 
of the farmer also indicates the impor- 
tance of the potential farm market.‘ The 
spendable income available from earn- 
ings of farm families in 1943 is estimated 
to exceed 23} billion dollars, which is 
more than twice as much as it was in 
1940 and more than four times as much 
as it was in 1932. Add this year’s non- 
money farm income of 2.8 billions, which 
is the value of products grown and con- 
sumed on farms, rents and other farm 
privileges that do not enter the dollar 
channels, and we arrive at a gross farm 
financial statement amounting to $26,- 
400,000,000. 

Where will this spendable income go? 
It is estimated that $8,700,000,000 will 
be required as cash farm business out- 
lays. This amount will be used during 
the year for maintenance of farm ma- 
chinery, buildings and equipment and to 
pay for feed, seed, livestock, fertilizer, 
labor, mortgage interest, real-estate 


‘Cooper, E. J., The Farm Situation, November 4, 
1943. 
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taxes, and other operating expenses. 
This, in itself represents a sizeable mar- 
ket for consumer goods. Taken together 
with an additional 8 billion dollars re- 
quired for farm family living, it builds a 
cash farm expenditure item of $16,700,- 
000,000. Food and clothing purchases 
and many other items of household ex- 
pense are included in the latter category. 

Exorbitant farm debts incurred during 
and immediately after World War I, 
together with the low farm commodity 
prices that followed, put the farmer in 
the cellar of the depression structure. As 
a result of five recent record production 
years coupled with good farm prices gen- 
erally, farmers as a whole now possess a 
very high equity in their business; and 
their mortgage debts are being rapidly 
further reduced. The average farmer now 
occupies a significant place in the con- 
sumer market, which, with careful plan- 
ning and use of his present high incomes, 
he should be able to maintain. 

During the present period of shortages 
and restrictions due to War, farm people 
are building a huge backlog of purchas- 
ing power for use in more efficient farm 
operation and generally increased living 
standards in the future. For example, 
after a cash farm expenditure of $16,- 
700,000,000 in 1943, there will be left 
over $6,900,000,000 from this year’s 
spendable income. This amount is avail- 
able for savings of various types includ- 
ing increased bank deposits and cash for 
use in future purchases. Most of the 
more than six million farm families 
realize that in order to continue in the 
business of farming with efficiency of 
operation and a higher living standard, 
replacements on the farm and in the 
home, and replenishment of the land 
itself will be absolutely necessary within 
the near future. 

Farm people are being encouraged on 
every hand by educators, economists, 


and farm leaders to plan a wise use of 
their present high incomes in order to 
be able to operate a more efficient farm 
business and to enjoy higher living 
standards in the period that follows. The 
postwar period will offer extensive op- 
portunities for sound merchandising 
policies in the farm market. Business 
men cannot afford to ignore the signifi- 
cance of this emergence of the farm 
family as a new and potential market. 


TECHNICAL RESPONSIBILITIES OF 
Market RESEARCH 


In connection with market research, 
there is need for developing new tech- 
niques both in the field and in the office 
which will produce the maximum amount 
of accurate information for the least 
cost. 

One example that comes to mind im- 
mediately is the problem of obtaining 
consumer income and expenditure data 
from the field on a national cross-section 
basis. Many surveys, purporting to rep- 
resent a national cross-section of our 
population, leave much to be desired 
from the statistician’s viewpoint. This 
viewpoint is the very practical one of 
asking whether, if the survey were re- 
peated under similar conditions, we 
would be likely to get a second answer 
that was reasonably close to the answer 
provided by the first survey. Unfortu- 
nately, or should I say fortunately, it is 
frequently impossible to make a second 
check survey under exactly similar field 
conditions. What the statistician stands 
ready to do, however, is to tell us how 
the second survey might have turned out 
without actually doing it, if, and this 
“if” is important, we allow him to help 
us plan the survey from the very be- 
ginning. 

As for office techniques, I know there 
are many marketing men who have been 
surprised, as I have, by the labor cost of 
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processing questionnaires and other raw 
data from the field. Many researchers 
have had the experience of deciding that 
it would be cheaper to hand tabulate a 
certain job, only to find such enthusiasm 
develop from these limited tabulations 
that requests pour in for all sorts of 
cross-tabulations, which throw the re- 
search budget out of joint, and make the 
researcher wish he had put the data on 
punch cards in the first place. Of course, 
it is a family secret that occasionally the 
opposite is true, and an elaborately 
planned punch-card job is buried with 
proper honors, accompanied by good 
resolutions and remarks about the great 
educational value of the whole affair. 

It costs real money to produce ac- 
curate market information and while we 
as marketing men constantly keep a 
watchful eye on distribution costs for 
others, we might also be well advised to 
cast a glance occasionally at our own 
production costs. 

The principal point which I wish to 
emphasize here is that, technically 
speaking, market research still has a long 
way to go in the direction of reducing 
costs in relation to results obtained. 
These remarks have immediate applica- 
tion to the subject at hand. Today, be- 
cause of the high cost of producing and 
processing data, there is little really re- 
liable information which can give us a 
running account of changes taking place 


in American consumer income, savings 
and expenditure patterns. Certainly, 
these data are so basic in the formation 
of sound marketing judgments that we, 
as market research workers, ought to 
give this subject of technical improve- 
ment of our science the emphasis which 
it really deserves. 


SUMMARY 


I have tried to present, as objectively 
as possible, a brief view of our ever- 
changing scene of national markets. 
These changes are taking place more ra- 
pidly today then ever before, and conse- 
quently present a new challenge to mar- 
keting students. 

I have emphasized my belief that the 
item of consumer savings is a new index 
to postwar markets that will take the 
place formerly occupied by such factors 
as income, occupation, or possession of 
goods. The farmer, too, came in for 
more than the usual amount of attention 
because of the new significance which he 
has assumed in national consumer mar- 
kets. 

Finally, I am impressed with how little 
reliable marketing information is avail- 
able to answer the multitude of ques- 
tions that business is asking. Marketing 
research has a long way to go before 
its techniques and conclusions can war- 
rant the fullest confidence of those who 
depend on it for guidance. 








WARTIME POPULATION CHANGES 
AND POSTWAR PROSPECTS 


PHILIP M. HAUSER 


Bureau of the Census 


Eprror’s Note: The author prepared a similar paper 
at the invitation of the American Management Association 
which was published by that Association under the title 
“Population Shifts and Income Changes,’ Marketing 
Series No. 52, New York, N. Y. The population data in 
this paper are substantially a revision of the materials in 
the earlier paper based on the more recent population 
estimates made available by the Bureau of the Census. 
Responsibility for the analysis of the postwar population 
prospects of metropolitan areas contained herein is as- 
sumed by the author, as the Bureau of the Census does not 
make official predictions of this type. Dr. Hauser wishes 
to acknowledge the technical assistance of Dr. Hope Tis- 
dale Eldridge in the preparation of the materials used in 
this paper. 


HE GEOGRAPHY of consumer markets 
Tin this country is to a large extent 
the geography of population distribu- 
tion. Markets are, therefore, in one sense, 
as mobile as modern means of transpor- 
tation. 

Thousands of pages in the Decennial 
Census volumes are at hand to reveal 
the characteristics of the American 
people—a synonym for the American 
market—and current releases continue 
to flow to keep the basic Census bench- 
mark figures up to date. Unfortunately, 
current figures are not available in the 
same profusion as are the 1940 Census 
data, or even in a quantity adequate to 
meet many pressing marketing needs. 
Information is available for the asking, 
however, which at least outlines the 
major population shifts which have oc- 
curred as a result of preparation for, and 
participation in, the war. These are the 
data which indicate the changes of a 
geographic nature in wartime markets. 


WaRrRTIME PopuLATION CHANGES 


The Bureau of the Census has pre- 
pared population estimates for the 
States, metropolitan areas, and counties 
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for May 1, 1942, and March 1, 1943. 
These estimates, based largely on results 
of registration for War Ration Books 
One and Two, relate only to the civilian 
population. Thus, although it is esti- 
mated that the total population of the 
nation increased by about 4} million 
persons from April 1, 1940, to March 1, 

1943, the civilian population during this 
same period decreased from about 131,- 
300,000 to about 128,200,000. This, of 
course, is simply another way of saying 
that the increase in the size of our armed 
forces was more rapid than the natural 
increase of the population. 

Although the civilian population of the 
nation as a whole decreased by 2.4 per 
cent from April 1940 to March 1943, this 
decrease has by no means been uniform. 
The North decreased in civilian popula- 
tion by 4.1 per cent, the South decreased 
by 1.6 per cent, while the West actually 
increased in civilian population by 5.1 
per cent. On a relative basis, then, it is 
possible to say that as a result of the war 
the South and particularly the West 
have gained population at the expense 
of the North. 

A more detailed analysis by geographic 
divisions shows that the gain in the West 
was concentrated in the Pacific Division 
and that the absolute loss in the rest of 
the country was borne primarily by the 
Middle Atlantic and West North Cen- 
tral Divisions. The South Atlantic Divi- 
sion was the only one other than the 
Pacific which showed an increase in 
civilian population. 

Twelve of the 48 states and the Dis- 
trict of Columbia showed an increase in 
civilian population during the war. Of 
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the States, 6 were in the West, 4 were in 
the South, and only 2 were in the North. 
The States which increased in civilian 
population despite inductions into the 
armed services included all of the Pacific 
States (California, 8.8 per cent; Wash- 
ington, 7.5 per cent; Oregon, 5.9 per 
cent); 3 of the Mountain States (Ne- 
vada, 25.7 per cent; Arizona, 16.4 per 
cent; and Utah, 6.4 per cent); 4 of the 
South Atlantic States (Florida, 10.0 per 
cent; Maryland, 8.9 per cent; Virginia, 
4.8 per cent; Delaware, 2.1 per cent); 
and Michigan (0.6 per cent) and Con- 
necticut (3.0 per cent). 

The other States experiencing relative 
population gains as a result of the war 
include those which lost civilian popula- 
tion at a rate below that of the national 
average (2.4 per cent). They include Ala- 
bama, with a change in civilian popula- 
tion of —i.§ per cent; Tennessee, —2.1 
per cent; Louisiana, —o.8 per cent; Indi- 
ana, —o.8 per cent; Ohio, —1.2 per cent; 
New Jersey, —1.2 per cent; Rhode Is- 
land, —1.9 per cent; and Texas, —o.6 
per cent. 

The remaining States lost civilian 
population at a rate exceeding the na- 
tional average.! 

The highly concentrated character of 
industrial war activity and population 
movements is obscured in an analysis of 
population shifts for such broad areas as 
regions, geographic divisions, or even 
States. The civilian population of the 137 
metropolitan counties (94 of which are 
single counties and 43 are combinations 
of counties or independent cities)? had 
increased from April 1, 1940, to March 1, 


1 See Bureau of the Census release, Population, Series 
P-3, No. 38. 

* Metropolitan counties or groups of counties, that is, 
counties half or more of whose population were in 
metropolitan districts, are considered instead of metro- 
politan districts because war ration registration data 
were available only for counties. For data for individual 
metropolitan areas and for counties see Bureau of the 
Census release, Population, Series P-3, No. 38. 


1943, by about 1,627,000, or 2.4 per cent. 
These counties contained a total of 
68,403,000 persons, over half the popu- 
lation of the nation. Thus the metro- 
politan areas of the nation, considered 
as a group, gained population during the 
war at a rate exceeding their loss of popu- 
lation to the military services—the re- 
sult, obviously, of an extensive in-migra- 
tion of civilians from the remainder of 
the country. In fact, that part of the 
United States outside of the 137 metro- 
politan areas decreased in civilian popu- 
lation by over 4,700,000 persons, or by 
7.3 per cent, from April 1, 1940, to 
March 1, 1943. 

The concentration of war activities is 
even more strikingly evidenced, how- 
ever, by the fact that only 81 of these 
metropolitan areas showed a gain in 
civilian population while 56 showed a 
loss. These 81 areas showed an increase 
of 3,064,000 civilians, or 9.6 per cent, be- 
tween April 1, 1940, and March 1, 1943. 

Larger proportions of the metropolitan 
areas in the South and the West than of 
those in the North increased in civilian 
population. Of the 49 metropolitan 
counties in the South, 43 showed an in- 
crease in civilian population; and of the 
41 western metropolitan areas, 13 showed 
an increase. In contrast, only 25 of the 
74 northern metropolitan areas showed 
an increase in civilian population. 

The 74 metropolitan counties in the 
North decreased in population between 
April 1, 1940, and March 1, 1943, by 
693,000 persons, or by 1.4 per cent. In 
contrast, the 48 metropolitan counties 
in the South and the 15 metropolitan 
counties in the West showed substantial 
increases in civilian population—the 
southern areas increased by 1,399,000, or 
12.2 per cent, while the western areas 
increased by 920,000, or 12.5 per cent. 
Although the area outside of metro- 
politan counties in the South and in the 
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West showed decreases in civilian popu- 
lation, the rates of decrease were not so 
large as that in the non-metropolitan 
areas of the North. (See Table I.) From 
these data it is clear that although the 
metropolitan counties in each of the 
large regions of the country gained popu- 
lation at the expense of areas outside 
metropolitan counties, the greatest gain 
was in the South and the West. The re- 
gional differentials indicated above are, 
in the main, in keeping with the popula- 
tion changes during the decade from 
1930 to 1940. 

The absolute changes in total civilian 
population between April 1, 1940, and 
March 1, 1943, varied from a gain of 
278,000 in the San Francisco-Oakland 
area to a loss of about 533,000 in the 
New York City-Northeastern New Jer- 
sey area. On a percentage basis the indi- 
vidual areas varied from a gain of over 
64 per cent in the Mobile metropolitan 
county (Alabama) to a loss of over 17 
per cent in the Scranton-Wilkes-Barre 
area (Pennsylvania). 

Changes of such a magnitude cer- 
tainly possess significance for marketing 
purposes. Further and more recent data, 
including statistics by individual coun- 
ties, will become available shortly as the 
Census Bureau’s plans materialize to 
prepare population data on the basis of 
registration for War Ration Book Four. 


Postwar Prospects oF METRO- 
POLITAN AREAS 


In adapting marketing practices to 
changes of a geographic nature in war- 
time, an inevitable question that arises 
is “Are these wartime population shifts 
permanent or transient?” Certainly the 
answer to this question is of importance 
to marketeers in the formulation of 
short-run, as well as long-run, marketing 
programs. 

An attempt at least to approximate 


an answer to this question for the metro- 
politan counties was made last January.* 
Predictions were made on the probability 
of individual areas retaining their war- 
time population changes by relating war- 
time population growth to that previ- 
ously observed. The single criterion of 
the consistency of wartime population 
change, determined by comparing 
changes between 1940 and 1942 with 
those between 1920-1930 and those be- 
tween 1930-1940, was used as the basis 
for predicting the postwar population 
prospects of individual metropolitan 
areas. 

This analysis resulted in the identifi- 
cation of the following four classes of 
metropolitan counties: Class A areas— 
those which had grown at a relatively 
rapid rate since the onset of the war and 
which in light of previously observed 
rapid growth were adjudged as likely to 
retain their population increments; Class 
B areas—those which grew rapidly dur- 
ing the course of the war but whose popu- 
tion increase, in view of previously 
observed small rates of growth, may be 
regarded as transient unless special effort 
is made after the war to convert war- 
time activities to normal peacetime pur- 
suits; Class C areas—those which have 
lost population or have grown very little 
since 1940 but which in view of previ- 
ously observed relatively rapid rates of 
growth may “come back”’ in the postwar 
period; and Class D areas—those which 
have lost population or gained very lit- 
tle since 1940 and which in view of rela- 
tively low rates of growth or decreases 
in the past cannot be expected to grow 
rapidly or even to recoup wartime losses 
in the postwar period. Within these 
broad classes of areas it was possible to 
make some further distinctions on the 


8 Hauser, Philip M., “Population Shifts and Income 
Changes,” Marketing Series No. 52, American Manage- 
ment Association, New York, N. Y. 
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basis of differentials in the population 
growth patterns of the various areas. 

The widespread interest evidenced in 
the predictions made on the basis of war- 
time growth as measured by the Bureau 
of the Census population estimates for 
May 1, 1942, seems to justify a revision 
of the ‘classification on the basis of the 
Census Bureau’s estimates of wartime 
population growth as of March 1, 1943. 
In the materials which follow, the classi- 
fication of the 137 metropolitan counties 
is presented as revised on the basis of 
the newer population estimates. The 
metropolitan counties are shown in sub- 
classes as well as in the broad classes de- 
scribed above.‘ 


1. Class A Metropolitan Counties 


Class A-1 areas: Those which have 
grown most rapidly since 1940 and in the 
preceding period and which are, there- 
fore, on the basis of past growth alone, 
adjudged to have superior prospects of 
retaining wartime growth. 


Atlanta (De Kalb and Fulton Counties, 
Georgia) 

Charleston (Charleston County, South 
Carolina) 

Columbia (Richland County, South Caro- 
lina) 

Columbus (Muscogee County, Georgia; 
Russell County, Alabama) 

Corpus Christi (Nueces County, Texas) 

Dallas (Dallas County, Texas) 

Galveston (Galveston County, Texas) 

Houston (Harris County, Texas) 

Jacksonville (Duval County, Florida) 

Miami (Dade County, Florida) 

Mobile (Mobile County, Alabama) 

Phoenix (Maricopa County, Arizona) 

San Antonio (Bexar County, Texas) 

San Diego (San Diego County, California) 

Tampa-St. Petersburg (Hillsborough and 
Pinellas Counties, Florida) 


4 Although the subclasses previously used can still 
be distinguished, they have been condensed, in the 
interest of simplification, in this revised presentation. 


Washington, D. C. (District of Columbia; 
Montgomery and Prince Georges Coun- 
ties, Maryland; Alexandria and Arling- 
ton County, Virginia) 


Class A-2 areas: Those which grew at 
above average rates during the course of 
war and in the preceding period and 
which are adjudged, therefore, to have 
excellent prospects of retaining wartime 
population growth. 


Amarillo (Potter County, Texas) 
Augusta (Richmond County, Georgia) 
Baltimore (Baltimore city, Anne Arundel, 
and Baltimore Counties, Maryland) 
Beaumont-Port Arthur (Jefferson Coun- 
ty, Texas) 

Charleston (Kanawha County, West Vir- 
ginia) 

Denver (Arapahoe, Denver, and Jefferson 
Counties, Colorado) 

Detroit (Macomb, Oakland, and Wayne 
Counties, Michigan) 

Durham (Durham County, North Caro- 
lina) 

Evansville (Vanderburgh County, In- 
diana; Henderson County, Kentucky) 

Fort Worth (Tarrant County, Texas) 

Indianapolis (Marion County, Indiana) 

Jackson (Hinds County, Mississippi) 

Little Rock (Pulaski County, Arkansas) 

Los Angeles (Los Angeles and Orange 
Counties, California) 

Macon (Bibb County, Georgia) 

Madison (Dane County, Wisconsin) 

Memphis (Shelby County, Tennessee) 

Montgomery (Montgomery County, Ala- 
bama) 

Nashville (Davidson County, Tennessee) 

New Orleans (Jefferson and Orleans 
Parishes, Louisiana) 

Norfolk-Portsmouth-Newport News (Hamp- 
ton, Newport News, Norfolk, Ports- 
mouth, and South Norfolk cities; and 
Elizabeth City, Norfolk, Princess Anne, 
and Warwick Counties, Virginia) 

Oklahoma City (Oklahoma County, Okla- 
homa) 

Portland (Cumberland County, Maine) 

Richmond (Richmond city, Henrico Coun- 
ty, Virginia) 
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Sacramento (Sacramento County, Cali- 
fornia) 
Salt Lake City (Salt Lake County, Utah) 
San Francisco-Oakland (Alameda, Con- 
tra Costa, Marin, San Francisco, San 
Mateo and Solano Counties, California) 
San Jose (Santa Clara County, California) 
Savannah (Chatham County, Georgia) 
Seattle (King County, Washington) 
Spokane (Spokane County, Washington) 
Stockton (San Joaquin County, Cali- 
fornia) 
Tacoma (Pierce County, Washington) 
Wilmington (New Castle County, Dela- 
ware) 


Class A-3 areas: Those which grew at 
above average rates during the course of 
the war, with moderate increase in the 
preceding period, and which are be- 
lieved to have good prospects for retain- 
ing wartime population growth. 


Birmingham (Jefferson County, Alabama) 

Bridgeport (Fairfield County, Connecti- 
cut) 

Canton (Stark County, Ohio) 

Cincinnati (Hamilton County, Ohio; Dear- 
born County, Indiana; Campbell and 
Kenton Counties, Kentucky) 

Columbus (Franklin County, Ohio) 

Hamilton-Middletown (Butler County, 
Ohio) 

Hartford-New Britain (Hartford and Mid- 
dlesex Counties, Connecticut) 

Pueblo (Pueblo County, Colorado) 

St. Louis (St. Louis city, St. Charles, and 
St. Louis Counties, Missouri; Madison 
and St. Clair Counties, Illinois) 

Springfield (Clark County, Ohio) 


2. Class B Metropolitan Counties 


These are the metropolitan areas 
which have grown most rapidly since the 
onset of the war but at a substantially 
lower relative rate in the preceding dec- 
ade; and whose wartime growth is ex- 
pected, therefore, to be transient unless 
special effort is made after the war to 
convert their wartime facilities to peace- 
time pursuits. 


Akron (Summit County, Ohio) 

Dayton (Montgomery County, Ohio) 

E] Paso (El Paso County, Texas) 

Erie (Erie County, Pennsylvania) 

Kansas City (Missouri)-Kansas City (Kan- 
sas) (Jackson County, Missouri; John- 
son and Wyandotte Counties, Kansas) 

Louisville (Jefferson County, Kentucky; 
Clark and Floyd Counties, Indiana) 

Portland (Clackamas and Multnomah 
Counties, Oregon) 

Rockford (Winnebago County, Illinois) 

Tulsa (Tulsa County, Oklahoma) 

Waco (McLennan County, Texas) 

Wichita (Sedgwick County, Kansas) 


3. Class C Metropolitan Counties 


Class C-1 areas: Those which lost 
population or increased relatively little 
during the course of the war but which 
grew at above average rates between 
1930 and 1940 (and in most cases be- 
tween 1920 and 1930) and which are, 
therefore, believed to have excellent post- 
war prospects of “coming back.” 


Asheville (Buncombe County, North Caro- 
lina) 

Austin (Travis County, Texas) 

Binghamton (Broome County, New York) 

Cedar Rapids (Linn County, Iowa) 

Charlotte (Mecklenburg County, North 
Carolina) 

Chattanooga (Hamilton County, Tennes- 
see; Walker County, Georgia) Daven- 
port-Rock Island-Moline (Scott Coun- 
ty, Iowa; Rock Island County, Illinois) 

Des Moines (Polk County, Iowa) 

Fresno (Fresno County, California) 

Kalamazoo (Kalamazoo County, Michi- 
gan) 

Knoxville (Knox County, Tennessee) 

Lansing (Ingham County, Michigan) 

Minneapolis-St. Paul (Anoka, Hennepin, 
Ramsey, and Washington Counties, 
Minneapolis) 

Peoria (Peoria and Tazewell Counties, 
Illinois) 

Shreveport (Caddo Parish, Louisiana) 

Springfield (Greene County, Missouri) 

Waterloo (Black Hawk County, Iowa) 
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Winston-Salem (Forsyth County, North 
Carolina) 


Class C-2 areas: Those which lost 
population or increased relatively little 
during the course of the war and be- 
tween 1930 and 1940, but which grew at 
relatively rapid rates between 1920 and 
1930; and which, therefore, are believed 
to have fair prospects of “coming back” 
in the postwar period. 


Atlantic City (Atlantic County, New Jer- 
sey) 

Chicago (Cook, Du Page, and Lake Coun- 
ties, Illinois; Lake County, Indiana) 

Cleveland (Cuyahoga County, Ohio) 

Decatur (Macon County, Illinois) 

Flint (Genesee County, Michigan) 

Fort Wayne (Allen County, Indiana) 

Grand Rapids (Kent County, Michigan) 

Huntington-Ashland (Cabell County, West 
Virginia; Boyd County, Kentucky; 
Lawrence County, Ohio) 

Milwaukee (Milwaukee County, Wiscon- 
sin) 

New York-Northeastern New Jersey 
(Bronx, Kings, Nassau, New York, 
Queens, Richmond, Rockland, and 
Westchester Counties, New York; Ber- 
gen, Essex, Hudson, Middlesex, Mon- 
mouth, Morris, Passaic, and Union 
Counties, New Jersey) 

Roanoke (Roanoke city, Roanoke County, 
Virginia) 

South Bend (St. Joseph County, Indiana) 

Toledo (Lucas County, Ohio) 

Topeka (Shawnee County, Kansas) 

Youngstown (Mahoning and Trumbull 
Counties, Ohio) 


4. Class D Metropolitan Counties 


These are the metropolitan areas 
which lost population or grew relatively 
little during the war and in each of the 
two preceding periods of observation and 
which, therefore, cannot be expected to 
grow rapidly or even to recoup their 
losses in the postwar period. 


Albany-Schenectady-Troy (Albany, Rens- 


selaer, and Schenectady Counties, New 
York) 

Allentown-Bethlehem-Easton (Lehigh and 
Northampton Counties, Pennsylvania) 

Altoona (Blair County, Pennsylvania) 

Boston (Essex, Middlesex, Norfolk, Ply- 
mouth, and Suffolk Counties, Massa- 
chusetts) 

Buffalo-Niagara (Erie and Niagara Coun- 
ties, New York) 

Duluth-Superior (St. Louis County, Min- 
nesota; Douglas County, Wisconsin) 

Fall River-New Bedford (Bristol County, 
Massachusetts) 

Harrisburg (Dauphin County, Pennsyl- 
vania) 

Johnstown (Cambria County, Pennsyl- 
vania) 

Lancaster (Lancaster County, Pennsyl- 
vania) 

Lincoln (Lancaster County, Nebraska) 

Manchester (Hillsborough County, New 
Hampshire) 

New Haven (New Haven County, Con- 
necticut) 

Omaha-Council Bluffs (Douglas County, 
Nebraska; Pottawattamie County, 
Iowa) 

Philadelphia (Delaware, Montgomery, and 
Philadelphia Counties, Pennsylvania; 
Burlington, Camden, and Gloucester 
Counties, New Jersey) 

Pittsburgh (Allegheny, Fayette, Washing- 
ton, and Westmoreland Counties, Penn- 
sylvania) 

Providence (Bristol, Kent, Newport, and 
Providence Counties, Rhode Island) 

Racine-Kenosha (Kenosha and Racine 
Counties, Wisconsin) 

Reading (Berks County, Pennsylvania) 

Rochester (Monroe County, New York) 

Saginaw-Bay City (Bay and Saginaw 
Counties, Michigan) 

St Joseph (Buchanan County, Missouri) 

Scranton-Wilkes-Barre (Lackawanna and 
Luzerne Counties, Pennsylvania) 

Sioux City (Woodbury County, Iowa) 

Springfield (Sangamon County, Illinois) 

Springfield-Holyoke (Hampden and 
Hampshire Counties, Massachusetts) 

Syracuse (Onondaga County, New York) 
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Terre Haute (Vigo County, Indiana) 

Trenton (Mercer County, New Jersey) 

Utica-Rome (Herkimer and Oneida 
Counties, New York) 

Wheeling (Brooke, Marshall, and Ohio 
Counties, West Virginia; Belmont Coun- 
ty, Ohio) 

Worcester (Worcester County, 
chusetts) 

York (York County, Pennsylvania) 


Massa- 


Changes in Classification 


A comparison of the revised classifica- 
tion of areas presented above with the 
original groupings of areas reveals little 
change in the classification of the metro- 
politan counties. Of the 137 metropolitan 
areas Classified with respect to the pros- 
pects for the retention of their wartime 
population growth as measured by both 
the May, 1942, and the March, 1943, es- 
timates of the Bureau of the Census, 102 
fall into the same general class; that is, 
whether the 1942 or the 1943 estimates 
be used to measure wartime population 
changes, 102 of the areas fall into the 
same broad class of area with respect to 
postwar population prospects, namely, 
Class A, B, C, or D. 

Thirty-five of the metropolitan areas 
receive a classification in the analysis 
based on the 1943 Census estimates dif- 
ferent from that previously made on the 
basis of the 1942 population estimates. 
Of these, 19 of the areas change in classi- 
fication because the 1943 data show a 
greater relative rate of population in- 
crease since 1940 than that previously 
estimated, while 16 of the areas change 
because of a decreased relative rate of 
growth. 

Some rather interesting regional dif- 
ferentials may be observed in the 
changes in the classifications of the areas. 
Of the 12 southern areas which change in 
classification, 7 changed because of more 
rapid wartime population growth, while 

5 shifted because of a decreased rate of 


population growth. In contrast, of the 18 
northern areas which changed in classi- 
fication, only 3 resulted from an in- 
creased rate of growth while 15 resulted 
from a decreased rate of population 
growth. Only 5 western areas received a 
different classification on the basis of the 


TaBLe IJ. CHANGES 1n CLASSIFICATION OF METRO- 
POLITAN COUNTIES, 1942 TO 1943 





Group Classification 





Class Using Class Using 


Metropolitan County Census Census 
(or Counties) Bureau's Bureau's 
1042 1943 


Population 


Estimates 


Population 
Estimates 
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1943 data than on the 1942 data and all 
of these resulted from more rapid war- 
time population growth. 

The metropolitan counties whose 
group classification differs in this analy- 


sis from that previously presented are 
shown in Table II. 


REGIONAL SUMMARY OF 
CLASSIFICATION 


Of the 137 metropolitan counties for 
which a classification is presented, 60, or 


Class D areas than do the North. Of 
the 48 southern metropolitan counties, 
35, or 73 per cent, and 12 of the 14 west- 
ern areas, or 86 per cent, fall in Class A. 
In contrast, only 13 of the 75 northern 
areas, or 17 per cent, are so classified. 
Even more striking, perhaps, is the fact 
that of the total of 16 areas which are 
classified as A-1—those areas which have 
grown most rapidly and which have the 
best prospects of retaining wartime 
population growth—15 are in the South, 


Tas_e III. Recionat Summary oF CLASSIFICATION OF METROPOLITAN COUNTIES 
WITH Respect TO Postwar PopuLaTIon Prospects 














4 adi The North The South The West 
Class 
Number | Percent | Number | Percent | Number | Percent | Number| Percent 

All classes 137 100.0 74 100.0 48 100.0 15 100.0 
Total Class A 60 43.8 13 17.6 34 70.8 13 86.7 
Class A-1 16 11.7 ° — 14 29.2 2 13.3 
Class A-2 34 24.8 5 6.8 19 39.6 10 66.7 
Class A-3 10 7.3 8 10.8 I 2.1 I 6.7 
Total Class B II 8.0 6 8.1 4 8.3 I 6.7 
Total Class C 33 24.1 23 31.1 9 18.8 I 6.7 
Class C-1 18 13.1 10 13.5 7 14.6 I 6.7 
Class C-2 15 10.9 13 17.6 2 4.2 ) — 
Total Class D 33 24.1 32 43-2 I 2.1 ° _ 





























44 per cent, are Class A areas. At the 
other extreme, 33, or 24 per cent, of the 
areas are Class D areas. Eleven, or 8 per 
cent, of the areas fall into Class B. 
Finally, 33, or 24 per cent, of the areas 
fall into Class C. 

The relatively favorable postwar posi- 
tion of southern and western areas with 
respect to population gains, as compared 
with the northern areas, which was evi- 
denced in the analysis based on the May 
I, 1942, data, is even more pronounced 
in the present analysis. On a regional 
basis, the South and the West contain 
by far a major percentage of the Class A 
areas and a smaller percentage of the 


1 in the West, and none are in the North. 

On the other hand, all of the 33 Class 
D areas are located in the North. These 
areas make up 44 per cent of the total 
number of metropolitan areas in the 
North. 

Of the 11 Class B areas 4 are in the 
South, 1 in the West, and 6 are in the 
North. Finally, of the 33 Class C areas 
g are in the South, 1 in the West, and 23 
in the North. (See Table III.) 


GEOGRAPHIC PoPuULATION SHIFTS 
AND THE MARKET 


Because considerable interest attaches 
to the postwar prospects of areas of most 
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rapid wartime growth, it is in order, 
before proceeding to more general con- 
siderations, to call attention to a charac- 
teristic of such areas which will help 
them to hold their war-boom incre- 
ments. Areas with most rapid wartime 
population growth are probably areas in 
which employment is disproportionately 
concentrated in war production, as com- 
pared with civilian production; and in 
manufacturing, as compared with service 
enterprises. This is a natural conse- 
quence of policies designed to increase 
production of war material and decrease 
civilian supplies and services. 

The postwar redistribution of labor 
as between war and civilian production 
and between manufacturing and service 
enterprises will provide a form of in- 
surance against the loss, in any given 
area, of all workers (and their families) 
attached to war industries not readily 
convertible to peacetime pursuits. That 
is, many of the war workers in war pro- 
duction centers will undoubtedly be ab- 
sorbed by expanding service enter- 
prises, and civilian production enter- 
prises after the war. Thus, to the extent 
that areas with rapid wartime growth are 
more likely to have disproportionately 
few persons engaged in service industries 
and in the production of civilian sup- 
plies, to that extent they contain auto- 
matic insurance against complete loss of 
their wartime population increments in 
the period of postwar adjustment. 

On the other hand, it is well to bear in 
mind that the areas which have grown 
most rapidly during the course of the 
war, may, in general, be faced with more 
severe problems of social and economic 
adjustment in the postwar order than 
those with little or no wartime popula- 
tion increase. Such areas, therefore, even 
though they enjoy good prospects of re- 
taining their wartime increments, would 
do well soberly to ponder and prepare for 


the problems which lie ahead—problems 
which will challenge local ingenuity and 
leadership.® In this connection, it is im- 
portant to emphasize that the predic- 
tions of the postwar population prospects 
presented above are no substitutes for 
more detailed economic and industrial 
analyses for individual metropolitan 
areas. 

The wartime population shifts which 
have been indicated by the various re- 
leases of the Bureau of the Census and 
which have been summarized above, def- 
initely point to geographic changes in 
the American market and suggest the 
need for the modification of marketing 
practices. Certainly the population shifts 
which have occurred may well influence 
the determination of sales quotas, the 
organization of sales forces, the alloca- 
tion of advertising, and other matters af- 
fecting the distribution of goods and 
services. It would seem desirable, how- 
ever, that such changes as are effected 
in adapting marketing practices to war- 
time geographic population shifts, should 
be made, first, with some attention to the 
postwar prospects of rapidly changing 
areas; and, second, with the realization 
that geographic population shifts are 
not the only, or even the dominant, 
consideration in the evaluation of a 
market. 

It is in respect to the first of these fac- 
tors and because of the widespread in- 
terest in postwar markets, that consid- 
erable space has been devoted in this 
paper to a revision of the writer’s earlier 
predictions of the future population 
prospects of metropolitan areas. 

Despite the limitations of the classifi- 
cation of areas presented, which was dis- 

5 For a consideration of possible “problem” areas see 
Bratt, Elmer C., and Wilson, D. Stevens, “Regional 
Distortions Resulting from the War,” Survey of Current 
Business, United States Department of Commerce, 


Bureau of Foreign and Domestic Commerce, October 
1943, P- 9 ff. 
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cussed more fully in another paper,® it 
seems safe to conclude that the predic- 
tions made may be accepted as at least a 
first approximation of the answer to the 
question “Are wartime population shifts 
which have occurred permanent or tran- 
sient?” This is particularly true if one is 
interested in all, or a relatively large 
number of the areas considered. Al- 
though it is quite possible that the pre- 
dictions for any individual area may be 
in error, it is nevertheless, probable that 
a large majority of the total number of 
predictions will prove reasonably cor- 
rect. 

It is to be hoped that these predic- 
tions may have some utility in cushion- 
ing wartime adaptations of marketing 
and other practices to the geographic 
population shifts which have occurred, 
and in planning postwar activities. 

With respect to the second factor men- 
tioned, namely, the importance of popu- 
lation shifts in the evaluation of markets, 
much might be said. Many variables 
enter into the equation which describes a 
market, a market in general or a specific 
market for a specific commodity. For one 
thing, an area with a stabilized or de- 
clining population is not necessarily an 
area with stabilized or decreased pur- 
chasing power. 

In general, it is clear that up to March, 
1943, wartime population growth has 
been more rapid in the South and in the 


6 Cf. a paper by the author and B. I. Tepping pre- 
sented before the American Sociological Society in New 
York, December 5, 1943. See also Hauser, Philip M., 
Op. cit., p. 21 and 27. 


West than in the North. This is not sur- 
prising in light of the fact that the South 
and the West have in recent years been 
experiencing continued industrialization 
and urbanization while the more mature 
North, in these respects, has remained 
relatively stable. Wartime industrial and 
population growth, in fact, seems to 
have followed prewar patterns of re- 
gional development. It would be unwise, 
however, to interpret the failure of 
northern areas to achieve rapid wartime 
growth or the prediction that these areas 
will experience postwar population sta- 
bility or decline as meaning that the 
northern market will no longer be impor- 
tant. On the contrary, it is safe to assume 
that northern markets will continue to 
have great purchasing power, the full 
potentialities of which will merit careful 
cultivation, even though at the same 
time it is recognized that market expan- 
sion is more likely to occur in the South 
and in the West. 

Furthermore, since it seems safe to 
predict that the rate of population 
growth for the nation as a whole will 
continue to decline it would be well, from 
a marketing point of view, to use rela- 
tively stable or declining areas as labora- 
tories for more intensive marketing prac- 
tices. Experience gained therefrom may 
have nationwide applicability more 
quickly than many realize; and may lead 
to a better understanding of the fact 
that a stable or a declining population, 
in a locality or in the nation as a whole, 
need not necessarily result in a decline 
in either production or distribution. 











VISUAL ANALYSIS—A NEW METHOD IN 
MARKET RESEARCH 


CARL R. NYMAN 
Bureau of the Census 


ANY marketing men are familiar 
M with the published material of the 
Census. Few people, however, are famil- 
iar with all of it, and fewer still know 
much about the enormous amount of 
unpublished material that can be made 
available by paying the cost of process- 
ing. This unpublished material ranges 
all the way from data already prepared 
in tabular form and available to inter- 
ested persons for the bare cost of photo- 
statting, to the individual reports to the 
Census, which, of course, are not avail- 
able as such to any person outside of the 
Census. 

The individual reports can be used in 
special studies made by the Census. 
These reports while not directly avail- 
able to persons outside of the Census, 
nevertheless, constitute a mine of infor- 
mation in research conducted for spe- 
cial purposes, provided always that no 
information concerning individual op- 
erators is disclosed in the process. Much 
of the material can be retabulated di- 
rectly from cards already punched, or 
from samples of these cards. 

Special studies made for a specific pur- 
pose, in order to be of greatest value 
must be planned with certain definite 
objectives to be attained. In studies us- 
ing Census data the objectives are best 
known to the agency desiring the study 
and the material and processes best 
known to the Census. Bringing these two 
sources of specialized knowledge to bear 
on the study has in the past constituted 
a serious obstacle. 

To overcome this difficulty a technique 
has been developed in the Census where- 


by, given a mass of material, the re- 
searcher is enabled to explore this mate- 
rial much more rapidly and completely 
than has been possible heretofore. With 
this technique he can do this even with- 
out a wide knowledge of the field in 
which the material is relevant. Thus, 
marketing men in bringing their prob- 
lems to the Census are not compelled to 
learn various processes and procedures 
in the Census before they can obtain the 
results they need. The Census can make 
the study and furnish to the marketing 
man a thorough analysis of the material 
used. 

The technique used is called Visual 
Analysis, because of the fact that rela- 
tionships are visible. These relationships 
are actually visible to the eye, and not 
dependent on the interpretation of fig- 
ures. Visual analysis is essentially an ex- 
ploratory technique in that figures are 
not usually obtained during the pre- 
liminary analysis. The results obtained, 
however, are fully as conclusive, and in 
many cases more so, than the conven- 
tional tabulations made in the statistical 
presentation of the findings. 

By means of Visual Analysis, material 
from several different sources may be 
used to encompass insofar as possible all 
significant factors of influence. In one 
special job information from two other 
sources was added to Census material 
collected in regular enumerations. The 
Census material consisted of information 
concerning the education, occupations, 
and salary incomes in families, the living 
conditions as indicated by dwellings and 
facilities enjoyed, and farm information 
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for farm families. One of the other 
sources consisted of replies to question- 
naires mailed out by the Census to all 
farm operators in one county, asking the 
name of the town in which each of seven 
classes of goods was purchased. Com- 
bined with these were schedules obtained 
in a survey by a private agency. All sig- 
nificant information from each of these 
various sources which could conceivably 
be related to the objectives in the study 
were available and under constant ob- 
servation during the course of the study. 
Small jobs may be done entirely with 
Visual Analysis cards and samples of 
large jobs explored before setting up 
plans of tabulation. Whether the job is 
large or small the use of Visual Analysis 
provides clear and definite previews of 
the results that can be obtained. Large 
numbers of characteristics may be kept 
under constant observation with rela- 
tionships and interrelationships easily 
and positively noted. The presence of 
wholly unsuspected influences are im- 
mediately detected. Through a rapid and 
accurate system of segregation and 
classification, definite conclusions can be 
drawn from short explorations. Tabula- 
tions of the material then furnish the 
statistical proof of the conclusions. 


DEscRIPTION OF VISUAL 
ANALYSIS TECHNIQUE 


Only a brief description of the tech- 
nique can be included in this paper. 
A more complete description, including 
illustrations, has been published in the 
Agriculture Handbook released this sum- 
mer by the Bureau of the Census. Con- 
siderable development has taken place 
since the material for the Handbook was 
prepared but the principles of operation 
shown are quite complete. Reprints of 
the chapter dealing with visual analysis 
are available to individuals on request to 
the Bureau of the Census. Three other 


chapters will soon be available: Chap- 
ter I, Technique of Tabulations and Pro- 
cedures; Chapter II, Uses of Agriculture 
Census Statistics in Education; and 
Chapter III, Uses of Agriculture Census 
Statistics in Business and Research. 

The steps involved in Visual Analysis 
are simple. Each card representing one 
case or unit of observation has tran- 
scribed on it all of the information re- 
lating to that particular case, thus mak- 
ing one card for each unit. Adjacent to 
the edges of the card are spaces allotted 
to each characteristic to be used in the 
study, one space if merely the presence 
or absence of the characteristic is 
wanted, or several spaces where the 
value of the characteristic is divided into 
class intervals. In the technique of 
Visual Analysis the presence or absence 
of these characteristics and the group or 
class interval into which the value of a 
particular banded item falls must be 
visible on the edge of the card. These 
may be put in evidence either by slotting 
to the edge of the card or by marking the 
edge. Usually a slot is used for the reason 
that slotted cards are much more easily 
sorted. The slots on each card thus form 
a definite pattern of characteristics on 
the edges of the card for each unit of 
observation. 

When a number of cards each carrying 
a pattern of characteristics for a unit are 
assembled in a pack, it is obvious that 
units with similar characteristics would 
have slots in similar positions. Con- 
versely, differences in the reporting of 
or in the value of characteristics would 
be indicated by a lack of coincidence of 
the slots. 

With the cards prepared for a given 
number of cases, explorations for rela- 
tionships may begin. When the cards are 
sorted into groups with respect to the 
value of one of the characteristics, any 
corresponding similarity with respect to 
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another characteristic will be indicated 
by similarly placed slots. It is this co- 
incidence of slots representing similar 
characteristics which is the basis of 
Visual Analysis. 

A concrete example may serve to illus- 
trate. Assume a number of cards each 
representing an Ohio farm are sorted 
into groups according to acres of land in 
the farms. The slots indicating those 
acres in farms would then form grooves 
of coinciding slots across all cards in each 
size of farm group. Assume further that 
the acres of crop land harvested on each 
farm is indicated by a slot corresponding 
in position to the space allotted to the 
crop-acreage group in which it falls. One 
could expect then that since the cards 
were arranged according to acres, as the 
corresponding slots appeared in new 
positions with changes in size of farms, a 
corresponding shift would occur in the 
slots indicating acres of cropland har- 
vested. A sample of all farms in Ohio 
would show this to a marked degree in- 
dicating a close relationship between 
these two characteristics. 

However, despite this close relation- 
ship, there would be many farms which 
would not exhibit this relationship. 
There would appear large farms with 
small acreages of crop land harvested. 
While this is exactly what is to be ex- 
pected by anyone at all familiar with 
farming practices, the situation illus- 
trates the second most valuable feature 
of Visual Analysis—the automatic indi- 
cation of missing factors of influence. 
Here we have a number of farms which 
do not follow the pattern set by the 
majority in the ratio of crop land har- 
vested to total acres. These can then be 
separated from the pack and studied. 
When slots representing other charac- 
teristics of these farms are examined we 
may find, for example, that the majority 
of the cards exhibit slots representing 


beef cattle farms. Remove all cards for 
beef cattle farms and the majority of the 
remainder might indicate, for example, 
most farms operated by part-time farm- 
ers. With a sufficient number of cards 
included in the study this procedure 
would rapidly indicate several of the out- 
standing factors of influence. There 
would remain, however, a residual group 
of cards on which the slots would indi- 
cate no significant similarity. A rela- 
tively small number of these is to be 
expected, but a large proportion is a 
definite indication that a factor, or 
factors, of influence have not been in- 


cluded. 


VISUAL ANALYSIS TECHNIQUE 
in UsE 


Further description of the technique 
of Visual Analysis at this time is prob- 
ably unnecessary. An example of the 
method as it might be used by persons 
interested in postwar markets will be of 
interest. 

In a recent issue of Fortune, an excel- 
lent article appeared, entitled, ‘““The Ma- 
chine on the Farm.” In this article the 
fact was mentioned that tractors were re- 
placing animal power on farms. Also was 
described the progressive development 
of tractors and other machines to fit 
smaller and smaller farms, the assump- 
tion being that the operators of the 
smaller farms needed lower priced units 
in order to justify the expenditure for 
mechanized equipment. 

In this case the principal factor of in- 
fluence in the market for tractors and 
mechanized equipment was the size of 
the farms. In order to throw more light 
on the situation we made a short ex- 
ploration, using some previously pre- 
pared visual analysis cards for a small 
section of the cornbelt. These indicated, 
of course, a strong relationship between 
size of farm and the reporting of tractors. 
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But other very interesting factors were 
also in evidence. Practically all farms 
reporting tractors also reported work 
animals, with a somewhat higher aver- 
age number of work animals per farm 
than on farms reporting work animals 
and no tractors. 

The cards were sorted into two groups 
—those showing both work animals and 
tractors in one group and those showing 
only work animals in another group. 
Each group was then sorted by size of 
farm. With no further sorting or tabu- 
lating the following information was 
available: 

Roughly, 85 per cent of the farms 
without tractors were over 70 acres in 
size while practically all of those with 
tractors were over 70 acres. Crop land 
harvested was less on the non-mech- 
anized farms. The value of land and 
buildings was less, also the value of im- 
plements and machinery. Non-mech- 
anized farms employed less labor, bought 
less feed, less implements and machinery, 
and less building materials. A somewhat 
smaller proportion reported automobiles, 
a definitely smaller proportion reported 
trucks, electricity available, and tele- 
phones. Fewer cattle and hogs were 
reported on non-mechanized farms, with 
less farm slaughter and fewer farms re- 
porting purchases or sales of livestock. 
The non-mechanized farms raised fewer 
chickens. While the majority of the 
farms in both groups reported livestock 
and livestock products as the major 
source of income, a much smaller pro- 
portion of those in the non-mechanized 
group reported field crops as the major 
source. The gross income from farming 
operations was less on the non-mech- 
anized farms. 

The foregoing observations were made 
with only one sorting of the cards. With 
a sufficient number of cards to permit ex- 


tensive sub-classification the two groups 
of cards sorted according to inventory 
value of implements and machinery 
should be illuminating. In line with the 
observation already made that the ani- 
mal power per farm was nearly the same 
for each group it might well be justifiable 
to ask the question ““Why?” Do tractor 
owners retain their animal power and 
horse-drawn equipment and enlarge the 
scale of their operations to obtain a re- 
turn on the increased investment? Or do 
the operators without tractors refrain 
from buying one because it means either 
a replacement of the horse-drawn equip- 
ment or expanded operations? Possibly a 
large postwar market could be found for 
a tractor designed especially for use with 
horse-drawn equipment. 

The foregoing examples were used for 
illustrative purposes to demonstrate the 
universality and adaptability of Visual 
Analysis in research. Any conclusions 
which may be drawn from them must be 
considered as tentative because of the 
small number of reports used. 


Usinc Census MATERIALS 


The value of Census material in post- 
war planning is being rapidly recognized, 
and increasing use is being made of it 
for such purposes. Subject to the require- 
ments of war work, Census material and 
facilities are available, under conditions 
prescribed by the Director, to persons 
who desire to make use of them in mak- 
ing studies of their particular problems 
in postwar adjustment. The expense of 
all work done in the Census in connection 
with such studies is charged at cost and 
paid for by the person or agency having 
the work done. All persons interested in 
obtaining more information concerning 
the material, methods, or costs are in- 
vited to contact the Census either by 
mail or in person. 














THE PACIFIC NORTHWEST LIGHT 
METALS INDUSTRY 


NATHANAEL H. ENGLE 
University of Washington 


HE Pacific Northwest has suffered a 

war-change as have so many other 
regions of the United States. Unlike 
most industrial communities, however, 
the increment of war orders has not only 
been disproportionately heavy but the 
entire load has been largely superim- 
posed upon a prewar industrial pattern 
which has remained essentially un- 
changed except for some expansion. In 
contrast with Detroit, for example, 
where the old industry of automobile 
making was cut off or greatly modified 
and a new industry of tank and aircraft 
and other war production substituted, in 
the Northwest the old businesses of 
lumber manufacturing, farming, and 
fishing, coutinued or were expanded and, 
in addition, aircraft, shipbuilding, and 
an entire new light metals industry were 
added. To be sure Boeing’s was in exist- 
ence before the war, as was the United 
States Navy Yard at Bremerton, and a 
few shipyards which built small craft 
and repaired larger ones. But in com- 
parison with the war peak operations the 
activities of these institutions were very 
limited. 

Although the four states of Washing- 
ton, Oregon, Idaho, and Montana are 
generally included in the “Pacific North- 
west” region, for the purposes of this 
paper I shall limit my territory to three 
sub-divisions of this area; the Puget 
Sound section, of which Seattle is the 
major industrial center; the lower Co- 
lumbia River section in both Oregon and 
Washington, with Portland as the key 
city; and the Inland Empire section with 
Spokane as the pivot. War expansion has 


focused largely in these three sections 
and postwar problems will consequently 
be most acute in these parts of the 
Pacific Northwest. Moreover, the new 
light metals industry—aluminum and 
magnesium—is divided among these 
areas. 
ALUMINUM! 


The Pacific Northwest is now pro- 
ducing more aluminum than twice the 
prewar average (1935-39) output of the 
nation. We are keenly conscious of this 
fact in the state of Washington. Nearly 
two years ago Governor Arthur B. 
Langlie requested the University to 
undertake a study of the light metals 
industry with special emphasis on the 
postwar outlook. This task was assigned 
to the Bureau of Business Research of 
the University of Washington. 

Stages of Production. A clear concep- 
tion of the aluminum industry begins 
with a recognition that there are at least 
five strata or levels of production: 


1. Bauxite mining. 
. Bauxite refining—production of 
alumina. 
. Electrolytic reduction of alumina 
to aluminum. 
4. Fabricating pig aluminum into in- 
dustrial alloys and forms. 
5. Manufacture of aluminum prod- 
ucts. 
Bauxite mining in the United States 
is largely restricted to Arkansas, with 


i) 


ioe) 


1 The following review is based upon a two-year 
study of the light metals industries to be published 
shortly by the Bureau of Business Research of the Uni- 
versity of Washington, Seattle. 
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small operations in Alabama and Geor- 
gia. Reserves of high grade bauxite are 
limited and the United States will enter 
the postwar era practically a have-not 
nation for this essential raw material of 
aluminum. As a matter of fact the 
United States has long been an importer 
of bauxite, chiefly from the Guianas. 
Other raw materials containing alumi- 
num of interest to the industry are 
alunites and clays. Alunite is being 
mined in Utah for use by the aluminum 
industry. Thus far no clays are being 
used for other than experimental pur- 
poses. No bauxite occurs in the Pacific 
Northwest, hence no mining stage of the 
industry has been developed. A very 
limited amount of alunite is known and 
several extensive deposits of high quality 
aluminous clay have been tested by the 
United States Bureau of Mines in Wash- 
ington and Oregon. 

The second stage of the industry, re- 
fining the bauxite or other raw material, 
to obtain the pure alumina, aluminum 
oxide, is a chemical process. While sev- 
eral methods are known and used the 
most common is called the Bayer proc- 
ess. Confined in the past to high grade 
bauxite, this process has been recently 
modified to permit the utilization of 
lower grade ore. Five Bayer process 
alumina plants exist in the United 
States; one, the oldest, at East St. Louis, 
Illinois; one in Arkansas; one in Louisi- 
ana; and two in Alabama. Two are 
owned by Alcoa, two by the Defense 
Plant Corporation, and one by Reynolds 
Metals Company. In addition a small 
plant for the refining of Utah alunite 
has recently been completed by the 
government at Salt Lake City. It is 
reported that one or more small pilot 
plants, with capacity of 50 tons daily, 
may be built to determine the commer- 
cial feasibility of producing alumina 
from clays. Efforts have been made to 


secure such a plant for the Pacific North- 
west. The urgency of finding an eco- 
nomical substitute for bauxite justifies 
these efforts, which should be pushed to 
a decision. 

The third stage of the aluminum in- 
dustry is what usually comes to mind 
when aluminum production is men- 
tioned. Indispensable to this stage is a 
large volume of low-cost, prime electrical 
energy, a fact which explains the location 
of such a large share of the industry in 
the Pacific Northwest. Just as iron ore 
is taken to coal, so bauxite is taken to a 
source of electrical energy. Actually the 
intervening step of conversion to alu- 
mina may take place at a convenient 
intermediate location especially suitable 
to the chemical process of refining the 
ore. The deciding factor is transporta- 
tion. Four tons of bauxite are necessary 
to make two tons of alumina, which in 
turn make one ton of aluminum. Since 
alumina is difficult and expensive to 
transport, it is desirable to have the 
alumina refining plants located close to 
the aluminum reduction works and both 
on tidewater or near a bauxite mine. 
Since the United States has practically 
depleted its own supplies of bauxite, the 
ideal location for aluminum reduction 
plants is at tidewater points which are 
close to abundant, low-cost electric 
energy. Among the few places in the 
world endowed with these fortuitous ad- 
vantages is the lower Columbia River 
valley and Puget Sound. 

Of the sixteen aluminum reduction 
plants in the United States, five are 
located in the Pacific Northwest. All but 
one of these plants, that at Spokane, are 
located on tidewater, three on the lower 
Columbia, and one on Puget Sound. All 
have access to the Grand Coulee-Bonne- 
ville hydroelectric power grid, the lowest 
cost prime electric energy in the nation 
in adequate quantities. These five plants, 
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none of which was in existence prior to 
1939, now produce over twenty-five per 
cent of the nation’s pig aluminum with 
rated capacity for 550 million pounds 
annually. Alcoa and Reynolds Metals 
Company each own one plant, while the 
government owns the remaining three. 
Of the eleven other plants in the United 
States, four are located in New York, 
two in California, and one each in Ala- 
bama, Arkansas, New Jersey, North 
Carolina, and Tennessee. 

At the fourth level of the industry, the 
conversion of pig aluminum to alloys in 
the form of sheet, shapes, extrusions, 
castings, and forgings, the Northwest is 
represented by one plant only—a large, 
modern rolling mill located at Trent- 
wood, Washington, just out of Spokane. 
With rated capacity of 240 million 
pounds a year, this plant represents 
about 25 per cent of the total rolling mill 
capacity of the United States. Of the ten 
additional rolling mills two are as 
modern and as large or larger than the 
Spokane plant, one located at Chicago 
and the other at Alcoa, Tennessee. The 
remaining plants all of which are much 
smaller, are located one each in Alabama, 
Illinois, Michigan, New Jersey, Penn- 
sylvania, Tennessee, West Virginia, and 
Wisconsin. In addition to rolling mills 
there are in the United States eight tube, 
rod, and extrusion plants, a dozen 
aluminum forging plants, and a large 
number of foundries. 

At the final level, manufacturing 
goods made wholly or in part from 
aluminum, is a wide range of industries 
in normal times. Apart from aircraft 
production, however, very little alumi- 
num manufacturing has been done in 
the Pacific Northwest. Thus, at the final 
industrial marketing outlet level, the 
Pacific Northwest is weak. 

Market analysis. In view of the fact 
that the war peak capacity of the nation 


to produce pig aluminum is about eight 
times the 1935-39 average, the future of 
the new Northwest industry may be 
thought to be precarious. It will depend 
upon the size of the postwar markets 
and upon the cost of delivering the metal 
to the market. A concurrent study of 
costs and markets was undertaken which 
showed that Pacific Northwest alumi- 
num reduction plants are potentially the 
lowest cost producers in the United 
States. Very low cost electric energy, 
large, modern plants, tidewater location, 
and efficient labor explain this fact. Con- 
sequently pig aluminum can be delivered 
from the Northwest to Chicago, Detroit, 
and eastern seaboard markets competi- 
tively with any aluminum reduction 
plants in the country. 

Our approach to the problem of the 
postwar market and our answer should 
be of general interest. Three independent 
approaches to the market problem were 
undertaken, a field survey of potential 
industrial consumers, and two statistical 
forecasts. 

Before undertaking the field survey, 
a half dozen concerns in the East and 
Middle West were visited to see if it 
would be feasible under wartime condi- 
tions to get information on which a post- 
war market estimate could be based. 
Not only was the fact established that 
information could be had, but great 
interest was expressed in the project. 
The second step was to contact the 
government for assistance. Governor 
Langlie wrote to Commerce Secretary 
Jesse Jones asking for his cooperation on 
the grounds that the problem was not 
only one of great moment to business 
and hence of interest to Secretary of 
Commerce Jones, but also one bearing 
on the future of government investments 
in aluminum plants and therefore of 
interest to Chairman Jones of the Re- 
construction Finance Corporation. Sec- 
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retary Jones agreed that the project was 
in the public interest and placed at our 
service the facilities of the Department. 
Without the help of the Department of 
Commerce made available by Secretary 
Jones and Under Secretary Wayne C. 
Taylor, the field survey would have 
been much more difficult if not im- 
possible. 

The next step was a more extended 
field trip which I made in company with 
Mr. Lowell J. Chawner, special assistant 
to the Secretary of Commerce. Some 25 
additional firms were contacted in com- 
pany with field officers of the Depart- 
ment wherever available. On the basis 
of these interviews instructions were 
prepared for field interviews by the Dis- 
trict Offices of the Department. We had 
discovered that the men who knew most 
about the light metals were engineers, 
metallurgists, designers of products, and 
marketing executives. These men usually 
had the answers to our questions, but it 
was found that the best technique was 
not to ask a list of questions but to ex- 
plain briefly what was wanted and let 
them talk. By dropping in a query now 
and then we usually got the answer to 
all our questions and in addition a great 
deal of useful background information. 

A list of some 200 companies was com- 
piled for our sample, selected from the 
industries which had made up the alumi- 
num market before the war, and keeping 
in mind diversification as to size of com- 
pany and geographic location. A letter 
was written to the president of each com- 
pany explaining the project and asking 
him to designate the man or men in his 
company best qualified to give us the 
information, adding that a Department 
of Commerce field man would contact 
him within a few days. Through the co- 
operation of Dr. Wilford L. White, Chief 
of Regional Research for the Depart- 
ment, copies of these letters together 


with instructions for field interviews and 
uniform report forms on which to enter 
the data secured were sent to the field 
offices. The interviews were made during 
the fall and winter of 1942-42 with a few 
completed in the spring of 1943. 

Information was sought from each 
company on prewar consumption of 
aluminum and magnesium, on the prob- 
able postwar consumption of aluminum 
with the pig metal priced at 15 cents and 
at 10 cents, on the probable postwar 
consumption of magnesium, on the com- 
pany’s place in its industry, and on sub- 
stitute materials. 

A total of 135 usable schedules were 
obtained from companies which had con- 
sumed 20 per cent of the nation’s prewar 
total (1935-39 average). In tabulating 
the results it was found that a few gaps 
existed in the industries covered. Efforts 
were made to round out the sample by a 
few additional field contacts and by cor- 
respondence. A summary of the results 
by industries is given in Table I. 

Tase I. Estrmatep Postwar Markets FoR ALUMI- 
NUM IN THE UNITED States By INDUSTRIES 
WITH PREWAR COMPARISON 
hiounsens qoenen 


Prewar 
Consump- 
tion 


Postwar Demand 
Annual 











Industry Consumption 1935-39 
—__—__—_— —| Average 
@i5¢ | @so¢ @20¢ 
Total 1,429 1,890 | 2657 
Transportation 846 1,054 $7 
Electrical industries | 94 153 61 
Metals and metal 
products (nonfer- | 
rous) 50 100 «|g! 
Cooking utensils 45 68 | 31 
Iron and steel and 
their products 350 450 | 32 
Machinery 29 | 50 9 
Miscellaneous | 1s | 15 36 





A secondary estimate of the total 
market for aluminum after the war was 
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based upon the Department of Com- 
merce study, “Markets after the War,” 
by S. Morris Livingston. Assuming the 
same ratio of the volume of aluminum 
consumed to the value of the products 
using aluminum in the prewar years 
1935-39, and taking the Department’s 
estimate of the possible value of the 
same group of products in 1946 we ar- 
rived at an estimate of the value of 
aluminum consumption in 1946. Con- 
verting this figure to pounds, we found 
a range of possible aluminum consump- 
tion from 1,366 million pounds at 15 
cents to 2,050 million pounds at 10 cents. 

A third method of statistical forecast- 
ing, correlating the value of aluminum 
consumption with total national income, 
indicated an almost identical figure for 
an assumed income of $140 billion. Con- 
verted to pounds this estimate is 1,380 
million at 15 cents and 2,070 million at 
10 cents. 

The three estimates of the probable or 
possible annual postwar market for 
aluminum follow: 


@75 cents @ 0 cents 





Field survey 

Simple ratio 

Correlation 
analysis 


I ,429,000,000 Ib. 1,890,000,000 Ib. 
1, 366,000,000 Ib. 2,050,000,000 Ib. 


1, 380,000,000 Ib. 2,070,000,000 Ib. 


Behind all of these estimates is the 
assumption that the American economy 
will be able to achieve comparatively 
full employment after the war and main- 
tain a high income level. We realize the 
hazards of such an assumption. Unless 
that goal is reached, the aluminum in- 
dustry of the United States faces very 
sharp curtailment from the war peak 
capacity of 2,100 million pounds. Even 
if the goal is reached, probable consump- 
tion at 15 cents per pound falls well 
under the capacity to produce virgin 
aluminum, to say nothing of the supply 


of secondary metal. The latter, however, 
is always cheaper than new pig alumi- 
num, and hence may be expected to have 
the effect of lowering the average price 
level for the metal and consequently in- 
ducing increased consumption. After 
carefully weighing these and other fac- 
tors such as the possible reduction in the 
cost of pig aluminum, we feel that a 
reasonable expectation is a market for 
close to 1,500 million pounds of virgin 
aluminum annually in addition to the 
normal rate of consumption of scrap or 
secondary metal for perhaps a decade 
after the war. The effective supply of 
new aluminum after the war may very 
well be reduced to 1,500 million pounds 
or to approximately the same level as 
the demand if our cost analysis is correct, 
for several of the war plants are poorly 
located and cannot be expected to com- 
pete after the war with a price of 15 
cents a pound or less for pig aluminum. 

Regional Demand. Our field data 
proved inadequate for estimating the 
regional break-down of the aluminum 
market. Indirect measures were used, 
based largely on a study of the capacity 
of fabricating plants, the chief con- 
sumers of pig aluminum. On this basis 
it was impossible to delimit the market 
narrowly but broad market groupings 
emerged. When compared with the re- 
gional pattern of production, significant 
market factors are apparent (see Table 
II). 

Outstanding is the fact that there are 
no aluminum reduction works in the 
midwest market territory which ac- 
counts for over half of the estimated 
total postwar market. In contrast from 
two-thirds to three-fourths or more of 
the estimated production capacity after 
the war is located in territories which are 
not expected to absorb more than 
a few per cent of the total output. 
Thus southeastern, Pacific northwest- 
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Tasce IJ. Estimatep Postwar REGIONAL 
MARKETS AND Propuctrion— 
Pic ALUMINUM 

















Probable Percent of 
Regional Aluminum Postwar Total 
Markets Consump- | Produc- 
tion tion 
United States 100 100 
Northeast (roughly New 
England and Middle At- 
lantic states) 30-35 15-20 
Southeast 1-3 35-40 
Pacific Northwest 1-3 30-35 
Southwest 5-7 10-16 
Midwest (roughly Great 
Lakes industrial states 
and a few adjacent such 
as Kentucky, Missouri, 
and Minnesota) 53-62 O° 








ern, and southwestern aluminum re- 
duction plants will vie with each other 
for a share of the large midwestern 
market where there is no local capacity, 
and for a part of the northeastern 
market where expected capacity may be 
able to supply only about half of the 
demand. 

As indicated earlier, Pacific North- 
west plants appear to have the lowest 
delivered costs for pig aluminum of any 
plants in the United States f.o.b. Chi- 
cago, Detroit, and New York City with 
the greatest relative advantage in the 
Chicago market. Little difficulty should 
be experienced in producing 500 million 
pounds of aluminum and selling the sur- 
plus over local demands in the midwest 
market with potential capacity to con- 
sume 800 or 900 million pounds annually. 
In this analysis we have assumed that 
an alumina plant will be added to the 
Northwest aluminum industry to refine 
bauxite from the Dutch East Indies or 
other Pacific islands on a large enough 
scale to supply the five aluminum reduc- 
tion plants. Requiring an investment of 
$12 to $15 million, it will, conservatively 
estimated, cut the cost of alumina f.o.b. 


Pacific Northwest reduction plants from 
25 to 30 per cent under present costs in- 
cluding a saving of $8 to $11 a ton in 
freight alone. The profit possibilities in 
such a venture appear adequate to jus- 
tify the assumption; hence the conclu- 
sion that the outlook for the Pacific 
Northwest aluminum reduction in- 
dustry after the war is encouraging. 

For the aluminum rolling mill near 
Spokane the future is less certain. Handi- 
capped by a location some 300 miles 
from tidewater, freight costs appear to 
overcome other economies, except for 
western markets. Since the far West can- 
not be expected to absorb at most more 
than a quarter of the mill’s great ca- 
pacity other markets must be found if 
the plant is to be fully utilized. Ulti- 
mately the Orient may be expected to 
expand the total. In the meantime, ca- 
pacity operation appears doubtful. This 
is merely saying that the government’s 
investment in this plant, which was lo- 
cated at Spokane for alleged military 
reasons in the face of overwhelming evi- 
dence against a location so far from tide- 
water, will probably have to be written 
off in large part as a cost of war. 


MAGNESIUM 


The story of magnesium, the remain- 
ing light metal in the Pacific Northwest, 
may be put briefly. One plant only, with 
a rated capacity to produce 48 million 
pounds of magnesium annually, exists in 
the Pacific Northwest at Spokane. A De- 
fense Plant Corporation owned property, 
it was built and is being operated by the 
Electrometallurgical Company, a sub- 
sidiary of Union Carbide. A ferro-silicon 
thermal process was perfected by the 
company in its own laboratories. Using 
dolomite ore from the northern part of 
the state, other local raw materials, and 
Coulee-Bonneville power, the plant ap- 
pears to have a good chance of continu- 
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ing after the war as far as operating 
efficiency is concerned. Unfortunately 
the market for magnesium remains un- 
developed, while the capacity has been 
expanded to one hundred times the 
1935-39 average. The Spokane plant 
alone is eight times the prewar average 
for the entire nation, yet it constitutes 
but eight per cent of the 1943 capacity. 

Ultimately a strong contender with 
aluminum for light metal honors, the 
testing time will occur after the war. 
Even with aggressive and intelligent pro- 
motion, it will require several years, 
perhaps ten, for magnesium to win wide 
acceptance among light metal con- 
sumers. In its favor is its lightness and 
strength when properly alloyed. While 
many of the technical problems of its 
proper use have been solved, only a few 


people have the “know how.” Those 
who have are enthusiastic boosters for 
magnesium. The vast majority of po- 
tential consumers whom we contacted 
on our market survey were skeptical of 
magnesium, afraid of its inflammability 
and tendency to corrode. Only a process 
of education can convince these skeptics. 

From the cost standpoint, the Dow 
Chemical Company’s seawater process 
appears to have the advantage over 
other -methods. Coupled with Dow’s 
years of experience in the industry, this 
apparent lower cost may make it very 
dificult for others to compete in the 
limited postwar market. The develop- 
ment of new uses and local markets 
would appear to be the only hope for 
capacity operation of the Northwest 
plant. 








PETROLEUM: PRESENT AND FUTURE 


C. L. BURRILL 
Standard Oil Company of New Fersey 


Epiror’s Note: Dr. Donald R. G. Cowan, Manager, 
Commercial Research Division, Republic Steel Corpora- 
tion and Past President AMA, presided at the luncheon 
session at which Dr. Burrill read this paper. 


HE PETROLEUM industry, like most 
totes industries, has been subjected 
to considerable change during the war. 
Oil producing facilities have been used 
to the maximum extent believed pos- 
sible; refineries have been constructed at 
the fastest rate in the history of the in- 
dustry; transportation facilities have 
been enlarged, while non-essential ci- 
vilian consumption has been restricted 
considerably, resulting in the closing of 
many retail outlets. Undoubtedly, many 
of these changes will have permanent 
effects upon the industry, and must be 
evaluated in terms of the postwar situa- 
tion. But some of the changes, particu- 
larly those reflected in military require- 
ments, will either disappear after the 
war or will become considerably less im- 
portant. For that reason, some knowl- 
edge of the prewar situation is essential 
to an examination of the postwar out- 
look for the industry. 

This discussion of the outlook for the 
petroleum industry consists of three 
parts. It starts with a brief review of the 
prewar situation, which is followed by a 
summary of the principal changes which 
have taken place during the war. Finally, 
an attempt is made to measure the post- 
war outlook for the industry in the light 
of the recent past and the probable 
future setting for business in general. 


THE PREWAR SITUATION 


In 1938, the last full prewar year, the 
world consumed a daily average of 
5,646,000 (42 gallon) barrels of petro- 
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leum. Of this quantity the United States 
consumed 3,100,000 B/D, or 557%: 
Europe, excluding Russia, was next in 
importance as a consuming area with 


925,000 B/D, or less than one-third of 


the United States consumption. Russia 
consumed 560,000 B/D—less than one- 
fifth of our consumption. 

The United States was also the prin- 
cipal prewar producer of petroleum; 
in 1938 its production amounted to 
3,327,000 B/D. Other important pro- 
ducing areas of the world were Vene- 
zuela, Russia, the Near East, and the 
Far East. Known reserves of petroleum 
in the United States, recently estimated 
at 20.5 billion barrels, are greater than 
in any other country, although they are 
less than the total known reserves in all 
foreign countries. Outside of the United 
States the most important known oil 
reserves are located in the Near East 
(including Iraq, Iran, and Arabia), 
Venezuela, Russia, and the Far East in 
that order on the assumption that esti- 
mates of Russia’s reserves are correct. 
Russian reserves, although large, are 
probably needed for consumption in 
that country. 

Although the United States was the 
largest consumer and producer of pe- 
troleum in 1938, it was not the largest 
exporter. Just before the war South 
America exported more oil than any 
other continent. Most of this movement, 
which amounted to §40,000 B/D in 1938, 
originated in Venezuela or in the Nether- 
lands West Indies. North American ex- 
ports during that same year amounted 
to 447,000 B/D, practically all of which 
came from the United States. Europe, 
excluding Russia, was the largest im- 
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porter of petroleum and its products. In 
1938, of the 925,000 B/D consumed in 
that area, 735,000 B/D were imported 
chiefly from North America, South 
America, and the Near East. North 
America supplied 247,000 B/D, South 
America 299,000 B/D, and the Near 
East 170,000 B/D of the European re- 
quirements. These three movements 
constituted the principal international 
movements of petroleum in the prewar 
period. 


DEVELOPMENTS DuRING THE WAR 


Transportation Shortage First Result of 
War. Until recently the chief war prob- 
lem of the petroleum industry was one 
of transportation. Even before the entry 
of the United States into the war in 
December 1941, the petroleum industry 
was affected by a shortage of transporta- 
tion. The closing of the Mediterranean 
to British shipping, the conquest of 
France, the sinking of tonnage available 
to the British, and the necessity for con- 
voys made it necessary for the United 
States to divert tankers from the East 
Coast in order to supply British war re- 
quirements. After we entered the war, 
submarine warfare in the Caribbean and 
along the Atlantic Coast increased 
our transportation problems. Sinkings 
reached alarming proportions and forced 
this country to make use of convoys 
which had the effect of reducing the 
carrying capacity by as much as 50%. 

Although the available transportation 
was constantly decreasing, the need for 
transportation actually increased. Loss 
of the Far Eastern oil fields and refining 
facilities to the Japanese placed a greater 
burden upon the United States, because 
Australia and New Zealand, formerly 
supplied from Far Eastern sources, had 
to be supplied either from the United 
States or the Persian Gulf, both of which 
sources are much farther removed than 


normal sources of supply. As the in- 
tensity of the war increased in Russia, 
it was necessary to supply certain prod- 
ucts to the Russian Army. In the Pacific, 
military and naval requirements in- 
creased greatly as engagements became 
more frequent and more severe; and, 
more recently, the North African and 
Italian campaigns added increments to 
the over-all transportation needs. 

A number of steps were taken to 
alleviate the transportation shortage. On 
the demand side, gasoline was rationed 
—first in the eastern states and later in 
all parts of the United States—and fuel 
oil was rationed in the important con- 
suming areas of the country. Large num- 
bers of oil-burning installations were 
converted to coal, particularly on the 
East Coast of the United States. Ration- 
ing was also established in Canada and 
in Latin American countries. On the 
supply side, large numbers of tank cars 
were put into oil service, the tanker 
construction program was enlarged, and 
many pipe lines were constructed in 
order to move greater quantities of oil 
from the southern and western areas of 
the country to the northern and eastern 
areas. Recently, the 24” crude oil line 
was completed to the East Coast from 
Texas, and shortly a 20” product line 
will be completed between the same 
points. 

In the last few months submarine 
losses have decreased substantially, 
thereby making it possible to add to our 
tanker fleet at a greater rate. In addition, 
the reconquest of the Mediterranean pro- 
vided some relief from a transportation 
standpoint. All of these things con- 
tributed to a solution of our transporta- 
tion difficulties. 

War Demands Approaching Limit of 
Supply. But our problems are by no 
means over. Today we are suffering from 
a shortage of supply of certain products, 
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particularly gasoline, which has been 
brought about by the large increase in 
military requirements. The quantities of 
aviation gasoline and automotive gaso- 
line required by the armed forces are so 
great that it is impossible to supply 
civilians with the amounts they would 
like to have. Recently, the Petroleum 
Administrator for War announced that 
32% of our total gasoline production 
is being used by the armed forces, and 
that shortly the figure will rise to 40%. 
So long as military requirements con- 
tinue at present levels, there is not much 
likelihood that more gasoline will be 
allotted for non-essential civilian uses. 

In spite of measures taken to reduce 
consumption at home, the over-all de- 
mands upon the petroleum industry in- 
creased greatly. During the year 1942 
crude oil production in this country was 
only slightly less than it was during 1941, 
the peak year before the war, when it 
averaged 3,840,000 B/D. During the 
present year crude oil production will 
probably exceed an average of 4,100,000 
B/D and at the present time amounts to 
4,400,000 B/D. Many people in the 
industry believe that the current level 
of production cannot be maintained for 
a considerable period without resorting 
to wasteful practices. As indicated by the 
Petroleum Administrator, therefore, 
plans are under way to take full ad- 
vantage of sources of petroleum and re- 
finery facilities outside of the United 
States. Venezuelan production, for ex- 
ample, has expanded greatly in recent 
months and will probably continue to 
expand. Near East sources of crude oil 
will be used to the extent of the refinery 
facilities available in that area. 

Heavy Fuel Oil Supply Considered Ade- 
quate. Although there is a shortage of 
gasoline which may continue for some 
time to come, there is at present in 
eastern areas of the country a surplus of 


heavy fuel oil which is used for industrial 
purposes and in large heating installa- 
tions. Only recently the Petroleum Ad- 
ministrator cancelled orders requesting 
industrial users to convert to coal. This 
is quite the reverse of the situation which 
existed with respect to heavy fuel at 
this time last year, and many consumers 
find it difficult to understand why the 
situation changed so rapidly. 

Normally, refiners in this country 
manufacture as little heavy fuel oil as 
possible because the product is competi- 
tive with coal and its selling price is, by 
virtue of this fact, normally less than the 
price of the crude oil from which it is 
made. In prewar years the domestic 
supply of heavy fuel was less than the 
demand and the balance was supplied 
from the Caribbean area. Demand for 
heavy fuel increased as industrial and 
naval activity increased and, at the 
same time, the supply from foreign 
sources decreased because of submarine 
warfare. These factors, plus a general 
shortage of transportation, caused the 
shortage of heavy fuel oil which existed 
a year ago. In order to supply even mini- 
mum requirements it was necessary to 
manufacture more heavy fuel oil from 
domestic crude oil, and this was partially 
accomplished by blending lighter fuel 
oils with the heavy. While this process 
was going on, the Government was call- 
ing for larger and larger quantities of 
light products, particularly gasoline, and 
the amounts of crude oil processed in 
domestic refineries increased rapidly as 
these demands became apparent. With 
the larger refinery runs, greater quanti- 
ties of heavy fuel were made available 
until the supply has now overtaken the 
present requirements. Normally, the in- 
dustry would balance this situation by 
reducing heavy fuel oil yields wherever 
possible. Present opportunities to do so 
are fairly limited, however, because war 
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requirements control the quantities of 
all products manufactured. 


THE Postwar OuTLOoK 


Gasoline Consumption Will Soon Reach 
Prewar Level. With respect to gasoline, 
the most important change from war to 
peace will be a large reduction in the 
consumption of aviation fuel. By the 
end of the war, capacity to produce avia- 
tion gasoline in the United States alone 
will be many times the prewar capacity. 
Even optimistic estimates of aviation 
gasoline consumption after the war are 
below expected manufacturing capacity, 
although they are several times prewar 
consumption. Also, large quantities of 
automotive gasoline for the armed forces 
will no longer be needed. Owners of pas- 
senger cars will, of course, increase their 
consumption as soon as they are allowed 
to do so. By the end of the war, however, 
there will be several million fewer cars 
than there were when we started the 
war. On the other hand, the consumption 
per existing passenger car in the imme- 
diate postwar period may be higher than 
it ever was before. 

There are several reasons why this 
may take place. In the immediate post- 
war period there will not be as many 
items to compete for the consumer’s 
dollar as there were in normal times and, 
since gasoline will be available, it will 
probably receive a greater than normal 
share of the consumer’s dollar. Also, 
most people expect a rather high level of 
industrial activity after the war—even 
in the immediate postwar period—and 
this, combined with the fact that con- 
sumer savings will then amount to $75 
billion to $100 billion, indicates the pos- 
sibility that automotive travel may be 
at a high level. If, as is generally ex- 
pected, automobile production is rela- 
tively high after the war, the number of 
cars on the road should return rather 


quickly to prewar levels. This possibility 
combined with a high consumption per 
car indicates that total consumption of 
gasoline may reach the prewar peak 
(1941) within two or three years after 
hostilities have ceased in the Pacific. 

Supply and Quality of Tires May Affect 
Gasoline Demand. Although the quantity 
of synthetic rubber should be adequate 
to meet our needs after the war, there is 
a possibility that either the quality of 
synthetic tires or the capacity to manu- 
facture them, or both, may tend to limit 
the consumption of gasoline. Tires made 
from synthetic rubber are not yet equal 
to those made from natural rubber and 
must be run at lower speeds to obtain 
maximum mileage. Between now and the 
time when restrictions on gasoline con- 
sumption are removed, however, the 
quality of synthetic rubber tires will 
probably be improved. 

Tire manufacturing capacity may tend 
to limit gasoline consumption in the im- 
mediate postwar period because the tire 
industry may have to supply large 
quantities of tires for replacement at the 
same time it is called upon to supply 
large quantities for new cars. There is a 
good possibility, however, that much of 
the job of replacing tires on existing cars 
can be accomplished between the end of 
the war in Europe and the time when 
automobile production reaches substan- 
tial levels, a period which may be as long 
as two years. During this interval, re- 
quirements for military tires will de- 
cline, thereby releasing tire manufactur- 
ing capacity for the production of ci- 
vilian items. 

Better Gasolines Will Stimulate Engine 
Development. Immediately after the war, 
the average quality, in terms of octane 
number, of automotive gasoline should 
be higher than it was before the war 
started because of the large amount of 
catalytic cracking capacity which will be 
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in operation by then, most of which will 
be converted from the manufacture of 
aviation base stock to automotive gaso- 
line and light fuel oils. The availability 
of this higher quality gasoline can be 
expected to influence the design of motor 
cars as soon as the automotive industry 
is able to manufacture new models. The 
rapid development of super-quality avia- 
tion fuel for use in long non-stop flights 
can also be expected, not alone because 
such a fuel is an important factor in the 
cost of such long flights, but because 
facilities will probably be available to 
make such products immediately. 

House Heating and Diesel Fuel Oils 
Will Be Important Factors. The consump- 
tion of distillate fuel oils, such as those 
used for home heating and diesel fuels, 
should increase after the war. A large 
amount of residential building is ex- 
pected to take place in the postwar 
period, and oil burner installations for 
such buildings are expected to exceed 
prewar installation rates for a period of 
several years. Some immediate increase 
in consumption will take place, of course, 
as soon as rationing of heating oil is no 
longer necessary. Conversions of home 
heating units to coal have not been a 
large factor in reducing demand. 

The outlook for diesel fuel oil is diff- 
cult to predict. The expansion in con- 
sumption of that product for military 
uses during the war has been great, but 
it is not known precisely how it has been 
used. Continued growth in the use of 
diesel fuel for long distance freight, for 
buses, and in railroad locomotives can 
be expected after the war. The avail- 
ability and quality of diesel fuels should 
be adequate to meet the postwar market 
demands. 

In recent years kerosene consumption 
has shown a steady increase which has 
been accounted for by the installation of 
space heaters and stoves. In view of the 


high levels of income and accumulated 
savings in consumers’ hands after the 
war, it is possible that some of the de- 
mand supplied by kerosene will shift to 
other forms of energy, such as bottled 
gas, manufactured gas, and electricity. 
In view of this possibility, it does not 
seem likely that the rate of increase for 
kerosene will continue at prewar rates, 
but the total consumption will probably 
increase. 

Reconversion from Coal to Oil Con- 
sidered. The outlook for heavy fuel oil 
after the war must be considered in the 
light of naval requirements and con- 
versions to coal of industrial installa- 
tions. Undoubtedly, naval requirements 
will diminish after the war from the high 
levels which now exist, but they should 


not return to prewar levels because of 


the increase in size of the Navy and the 
possibility of greater peacetime activity. 
Conversions to coal for industrial and 
heating purposes have taken place to the 
extent of approximately 50 million bar- 
rels annual consumption. This is only 
about 12% of the prewar consumption 
for the country, but, since most of it 
took place on the East Coast, it repre- 
sents a larger proportion of the con- 
sumption in that area. Those customers 
who installed automatic stoker equip- 
ment may be reluctant to change back 
to oil. On the other end of the scale are a 
few large customers who were always in 
a position to use either coal or oil de- 
pending upon which fuel was most eco- 
nomical at the time. The remainder of 
the converted business falls between 
these two extremes, and constitutes the 
bulk of the total conversions. 

Since heavy fuel is competitive with 
coal, the price of coal in the postwar 
period will have much to do with the 
ability of the petroleum industry to re- 
gain business converted during the war. 
Undoubtedly, the coal industry will 
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make every effort to retain the business. 
If this business is regained by the pe- 
troleum industry after the war, the con- 
sumption of heavy fuel should exceed 
prewar levels, but, in the absence of sub- 
stantial reconversion, consumption will 
probably be less than the prewar peak 
reached in 1941. 

Total Petroleum Demand Expected to 
Continue at High Level. The above dis- 
cussion of the major products indicates 
that the total demand for petroleum will 
probably be high after the war. Although 
a drop from current levels will undoubt- 
edly take place as soon as military re- 
quirements are reduced, the drop may 
not be very great percentagewise, and 
within a few years after the war total 
consumption may exceed the peak levels 
now prevailing. 

This view is expressed in spite of an 
unfavorable outlook for petroleum ex- 
ports. In the first postwar year exports 
are likely to remain at high levels in 
order to supply armies of occupation and 
civilian requirements in areas where pro- 
ducing and refining facilities have not 
been reconstructed by that time. Subse- 
quently, however, exports from this 
country are likely to be replaced for the 
most part by crude oil and products from 
the Near East, the Far East, and the 
Caribbean areas, because these sources 
can supply the shortage areas of the 
world more economically than we can. 
Aviation gasoline may be an exception 
to this general statement because of our 
ability to supply higher quality aviation 
fuel than that which will be produced 
elsewhere in the world at least for a few 
years after the war. The indications are 
that we shall become a net importer of 
petroleum after the war, whereas before 
the war we were a net exporter. 

War to Bring Changes in Both Refining 
and Marketing. The most dramatic 
changes in the petroleum industry dur- 


ing the war have occurred in the refining 
branch of the business. Huge invest- 
ments, for the most part by the industry 
rather than by the Federal Government, 
were made to provide facilities to manu- 
facture aviation gasoline, toluene for ex- 
plosives, and butadiene for synthetic 
rubber. Never before in the history of 
the industry were such large sums of 
money invested in processes at such an 
early stage of their development. It is a 
real tribute to the industry that these 
processes have been so successful in 
operation. 

The changes in the marketing branch 
of the industry have been less dramatic. 
Large numbers of service stations have 
been closed because of the necessity of 
rationing gasoline. Most of these service 
stations were located on highways and 
depended upon heavy traffic for their 
business. Other stations were closed be- 
cause of shortages of help, which resulted 
from the draft and the shift of employees 
to war industries. On the other hand, a 
few well-located stations in urban areas 
have actually increased their over-all 
business because driving has been local- 
ized in many areas of the country, and 
because car owners tended to purchase 
more services than they normally did in 
order to conserve their automobiles. 

In view of the large mortality of out- 
lets during the war, it is to be expected 
that the marketing branch of the busi- 
ness will be able to provide more jobs for 
returning service men after the war than 
any other branch. Highway traffic may 
be greater than ever before and service 
stations must be provided to take care 
of the business. Although many of the 
stations now closed will reopen when 
traffic increases, there will undoubtedly 
be some relocations of outlets, particu- 
larly those which were marginal from a 
profit standpoint before the war. 

The number of outlets will be in- 
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fluenced by several factors. Basically, 
the number of retail outlets will be de- 
termined by the amount of traffic. It is 
also influenced by the extent of competi- 
tion and the fact that it is a relatively 
easy business to enter because of the 
small amount of capital required. After 
the war competition among marketers 
should be greater than it was prewar. 
Most brand names have suffered during 
the war because people in many cases 
had to accept the brand available. Oil 
companies, therefore, will probably make 
every effort to revitalize their brand 
names. This likelihood is increased by 
the fact that oil companies will be in a 
position to offer higher quality products, 
and will try to capitalize upon their war 
achievements. Another factor which may 
affect the number of retail outlets is that 
many returning soldiers will be skilled 
mechanics, and service station operation 
will provide an outlet for their new 
talents. On the whole, it would appear 
that most service stations closed during 
the war will be reopened or relocated and 
that substantial numbers of people will 
be employed in the process. 

The tendency developed during the 
war for service stations to make more of 
the automotive repairs may continue, 
particularly if war-trained mechanics 
enter the service station business. Also, 
service stations may tend to sell more 
items than they did before by adding to 
their line products which appeal to large 
numbers of people but which may not 
be strictly automotive accessories. 

Undoubtedly, some changes in the dis- 
tribution system for petroleum products 
will result from the war. More product 
pipe lines will probably be constructed, 
and bulk plants may be relocated or en- 
larged to accommodate the shifts in 
population which have taken place. 

Future Oil Supply Will Utilize Many 


Sources. The future supply of petroleum 
and its products is a question which has 
been given considerable attention re- 
cently in the press. The published figures 
on reserves of oil are often misleading for 
the layman. At present, our known re- 
serves are approximately 20.5 billion 
barrels. Thijs figure alone in terms of 
current consumption indicates that we 
have a supply of less than 14 years 
underground. The figure is misleading 
because it gives no indication of the 
amount of oil not yet discovered. While 
no one knows how much oil will be dis- 
covered in the future, it should be 
realized that the continuous discovery 
of oil represents one of the most im- 
portant operations of the industry. In 
the last few years discoveries have de- 
clined to relatively low levels, but there 
is no reason yet for concluding that this 
is a permanent decline. The success of 
the industry’s wartime search for oil has 
been hampered by many factors, such 
as a lack of equipment, shortages of 
manpower, drilling restrictions, and a 
price of oil less than that considered 
adequate. 

For the sake of argument let us assume 
that a pessimistic view regarding oil dis- 
covery is the one we should take. Under 
those conditions it seems inevitable that 
we would continue to import oil as we 
have in the past and that the imports 
would tend to increase. A gradual in- 
crease of oil imports need not affect our 
domestic industry adversely. As the ex- 
cess of our demand over our supply 
creates favorable price levels, increased 
conversion of domestic crudes to higher 
value products, such as gasoline, dis- 
tillate fuels, solvents and lubricants, will 
be possible at the expense of products 
such as heavy fuel oil, which is largely 
competitive with coal. 

The resulting shortage of heavy liquid 
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fuels could be met in two immediate 
ways—conversion to coal by many large 
power-generating plants, and by utiliz- 
ing low-grade foreign crudes for marine 
and industrial uses where liquid fuels are 
essential. Naturally, there are important 
military and political reasons why we do 
not want to be dependent on foreign oil. 
Foreign supplies of crude oil are not in- 
exhaustible. Ultimately, we must look 
elsewhere than to crude petroleum for 
our supply of liquid fuels. Fortunately, 
petroleum is only one of several forms in 
which nature has stored an almost inex- 
haustible supply of hydrocarbons within 
the boundaries of our country. Buried in 
American earth are other vast resources 
of carbon and hydrogen in an almost 
infinite series of combinations, including 
anthracite coals, semi-bituminous and 
bituminous coals, cannel coals, lignites, 
oil shales and natural gas. 

The change from petroleum to other 
sources of liquid fuels will not come sud- 
denly. Inevitably, crude oil in its natural 
state will become more difficult and more 
costly to find. Reductions in reserves 
will increase the value of the existing oil. 
This increased value of liquid petroleum 
will encourage conversion of other hy- 
drocarbons to liquid form. Some engi- 
neers believe that the conversion of our 
natural gas to liquid petroleum may be 
undertaken as soon as men and materials 
are available, even at present price levels. 

Next, from the cost standpoint, will 
probably come recovery of oil from our 
vast Western oil shale deposits, and from 
Canadian and domestic oil sands. As 
soon as the economics permit it, we can 
turn to the liquefaction of our extremely 
large coal deposits through a process 
which, although entirely practical from 


a technical standpoint, appears to be 
too costly at present. 


SUMMARY 


We have found that, as a result of 
military operations, the United States 
was called upon to supply a large share 
of the petroleum requirements of the 
United Nations. These necessary shifts 
in the normal flow of petroleum through- 
out the world plus the fact that war re- 
quirements increased rapidly brought 
about a shortage of transportation which 
constituted the petroleum industry’s 
chief problem until recently. Now, be- 
cause of the magnitude of military con- 
sumption, we are reaching the limit of 
our capacity to produce and refine oil, 
and greater use will probably be made 
of foreign crude oil and refining facilities. 

Even though no passenger cars have 
been manufactured since the early part 
of the war, and a substantial quantity of 
heavy fuel oil outlet has been lost to coal, 
the postwar outlook for the petroleum 
industry is not discouraging. Although a 
reduction from current levels of pe- 
troleum consumption can be expected 
immediately after the war, the drop may 
not be great percentagewise and it may 
not take long for total volume to reach 
prewar levels. 

In recent years discoveries of pe- 
troleum have declined substantially, but 
it is too early to conclude that the de- 
cline is permanent and will result in a 
shortage of petroleum. Even if that is 
the case, however, processes are avail- 
able for converting other hydrocarbons 
to liquid form and, because our total 
hydrocarbon resources are enormous, we 
are in no danger of running out of liquid 
fuels. 








DEVELOPING PRODUCTS TO FIT MARKET NEEDS 


STUART B. WALKER 
United States Testing Company, Inc. 


Eprror’s Note: Ra/ph R. Butler, of Kendall Mills and 
President New England Chapter AMA, was chairman 
of the session on “Current Trends in Product Develop- 
ment and Transportation.” Two of the papers read at this 
session follow. 

CENTURY ago, the matter of scien- 
A tific testing and development of 
products was practically unknown. Dur- 
ing the last half of the nineteenth cen- 
tury, alert business men recognized the 
vast possibilities of accelerating public 
acceptance of their products by the 
simple expedient of subjecting the prod- 
uct to a series of critical tests before 
putting it on the market. They found, 
happily enough, that many thousands of 
dollars and untold productive hours 
could be saved by making sure their 
product would fit the market needs be- 
fore going into production rather than 
by the age old method of trial and error. 

Thus we find the early part of the 
twentieth century witnessing enormous 
strides towards standardization of tests, 
which insure universal uniformity of 
products, until today, scientific testing 
of materials and products is an impor- 
tant part of all planning, buying, manu- 
facturing, merchandising and retailing. 
The tremendous importance which scien- 
tific testing assumed in American com- 
merce during the past decade is indicated 
by the growth of the United States Test- 
ing Company, Inc., which was estab- 
lished in 1880 and is dedicated to help 
industry meet the technological, eco- 
nomic, and consumer problems of the 
world of tomorrow. 

Let us look behind the scenes to ascer- 
tain how industry working through the 
laboratory has carried on a broad and 
elaborate program of research and mer- 
chandise development. As industry cre- 
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ated a wealth of new products and man- 
made materials, that program has been 
intensified. Every day throughout the 
country in commercial and company 
laboratories a tremendous array of prod- 
ucts are being put through this process. 
Information is correlated by scientists 
and research men, information which is 
vitally important to all of us for the facts 
contained in their reports will determine 
the kind of shoes, carpets, washing ma- 
chines, cars or clothing that we will buy 
today and tomorrow. Indeed the de- 
velopment of products to fit market 
needs must include many factors in addi- 
tion to the initial design and production 
of such items. 


EvoLuTIONARY VERSUS REVOLU- 
TIONARY CHANGES 


Much is being said and written about 
the great new technical developments of 
the world of tomorrow—the glittering, 
unbelievable, magical postwar era. As a 
matter of fact, the technical men who 
are confidently expected to work out 
these miracles—the technicians with 
their feet on the ground and their noses 
buried in the test-tube and retort—are 
actually appalled at the average lay- 
man’s great expectations. 

True, there are tremendous changes 
now being prepared in products of every 
day use. But these are changes that are 
practical, workable, well within the 
realm of today’s knowledge and expe- 
rience. They do not include, as far as we 
know, rocket transportation to Mars, the 
conversion of New York’s famous win- 
ters to a tropical paradise by means of 
radio waves, or individual sets of wings 
for every American citizen. 
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The changes that have come to our 
attention as an independent testing 
laboratory, changes that have either 
been perfected already or that are being 
planned, are all based upon the things 
we have today. They hardly can be 
called revolutionary, as yet, although we 
do not doubt for a moment that even- 
tually they will lead to great industrial 
upheavals. But we feel that though the 
eventual results of these changes, as they 
are foreseen today, might be called revo- 
lutionary, the path to them will take the 
form of a gradual evolution. Science 
usually travels a road of orderly progress. 


NEED FOR DEVELOPING Propucts 
Tuar Fir Market NEEDS 

Much has been said about new de- 
velopments of the future and how these 
new developments in materials will in- 
fluence the products of the future as to 
design, new uses, distribution and cost. 
While it is generally known that the 
world at large can expect great things 
from these developments, sufficient 
thought is not being given at the present 
time towards working these new prod- 
ucts so that they will properly fit the 
market needs. Yet this must be done. 
By careful study, with foresight and 
initiative, we know that American in- 
dustries will be able to forecast postwar 
consumer needs to a remarkable degree. 
The point which we wish to caution 
about is that they go a step further after 
their forecast to make certain that the 
new products which they are grooming 
for the future market will be of the 
proper quality, serviceability and give 
consumer satisfaction. 

We know, from past experience, by 
putting an article on the market without 
sufficient data as to serviceability re- 
quirements, may completely “kill” the 
product for all time or so hamper its 
introduction into the consumer field so 


as to retard the growth of such product 
development for several years. 

Along these lines, we can cite an ex- 
perience of a number of years back in the 
textile industry. When rayon, a synthetic 
fiber, was first developed, it was called 
“artificial silk” and was introduced into 
the market as a substitute for silk. It is 
natural that the textile industry tried to 
process this new fiber on the old silk 
weaving equipment, tried to finish it on 
silk finishing machines and tried to sell 
it to the consumer as a produce to be 
worn, used and refreshed the same as a 
silk garment. Immediately, the fiber met 
with disfavor. Manufacturers could not 
produce a satisfactory material on the 
old silk equipment, women immediately 
noticed the difference between rayon and 
silk materials and it only took a short 
time to find out that the rayon dresses 
could not be washed and drycleaned in 
the same manner as the women or the 
drycleaning establishments had been ac- 
customed to refreshing a silk gown. Con- 
sequently, rayon was scorned upon for 
many years. It was not until the large 
producers of the rayon fiber took it upon 
themselves to do their own finished 
product development work that rayon 
finally found a place of its own in the 
textile industry. The producers of the 
rayon fiber had to experiment with new 
types of machinery for weaving and 
finishing the fabric. They had to develop 
new types of dyes and methods of print- 
ing and finishing. They had to develop 
new methods and patterns for cutting 
dresses and they had to educate con- 
sumers throughout the entire country on 
the proper methods of washing or dry- 
cleaning the finished garments. 

These rayon producers still spend 
large amounts of money to keep all 
branches of the fabrication industry 
posted on developments and their con- 
sumer education programs are of the best. 
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The point we wish to make here is 
that by introducing rayon into the 
market without this study, it is believed 
the growth of the rayon industry was 
retarded some seven to ten years. 


CHANGES IN THE TEXTILE FIELD 


The field of textiles is one in which 
considerable change will take place. And 
every change will be based upon such 
considerations as bringing to the con- 
sumer greater comfort, warmth, weather 
protection, serviceability, and smart- 
ness, and at lower cost. 

What changes have we seen already, 
and what is the textile industry working 
on? 

The textile field is working feverishly 
on new fibers for fabrics. Every textile 
technician and chemist has before him 
the magic story of rayon and nylon, and 
he is endeavoring to equal or even sur- 
pass these two industrial “Arabian 
Nights” tales. He is working with pea- 
nuts and soya beans. He is working with 
milk. He is even converting aluminum 
into wisp-like strands of fiber which he 
is converting into yarns and finally into 
fabric. He is doing even bigger things 
than in the past with glass fibers. He is 
casting a quizzical eye upon the milk- 
weed. In other words, the natural fibers 
such as wool, cotton, and linen must 
look to their laurels. For with the pres- 
ent-day picture of rayon and nylon be- 
fore us, and the resulting deflation of 
silk as an important natural fiber, it is 
not too much to predict that eventually 
the test-tube will produce synthetic 
fabrics that will not only be warmer and 
more comfortable than wool, but which 
look better, wear better, and cost less. 
And let not any man say that is im- 
possible. Only a few years ago, the silk 
merchants of the world said the same 
of nylon. 

Of equal importance with the search 


for new textile fibers, is the research 
being conducted with new textile fin- 
ishes. These are more important than 
the average lay consumer realizes. Al- 
ready, we have developed finishes that 
make fabrics waterproof, shrinkproof, 
and color fast. Chemical finishes making 
fabrics flameproof have been brought to 
a high state of perfection. Eventually we 
predict that laws will actually make tex- 
tile flameproofing mandatory, especially 
for fabrics going into upholstery, dra- 
peries, and curtains. Just consider what 
a tremendous tragedy would have been 
averted if the hangings in the fire rav- 
aged Boston night club had been flame- 
proofed! 

In addition to flameproofing, the tex- 
tile industry is working on finishes that 
prevent mold and mildew. Since mold 
and mildew rot are the greatest causes 
of textile disintegration, especially where 
the fabric is exposed to weathering, pre- 
ventative finishes will extend the service- 
ability of such fabrics by years and thus 
afford considerable savings to the con- 
sumer. Even more important than mil- 
dew control, is the work being done 
today in developing bacteria control 
finishes for fabrics—finishes that will 
keep fabrics sterile indefinitely. Just 
think of the implications of such a de- 
velopment for such fabric uses as sur- 
geons’ gowns, hospital sheets, bandages, 
diapers, underwear, food handlers’ uni- 
forms, and mattress ticking. 

Before passing on from textiles, I 
should like to mention one of the newest 
developments of all, the creation of a 
wool-blended fabric that is vat dyed, 
Sanforized-shrunk, and as washable as 
cottons. Because of the special charac- 
teristics of wool, this has never before 
been done on a practical basis. With 
wool content fabrics now being offered 
as washable, what effect will that have 
upon the cottons which heretofore based 
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almost their entire sales appeal upon 
their washability features? 


CHANGES IN OTHER FIELDS 


Let us shift from textiles to construc- 
tion and building and see what changes 
are being contemplated in this field. All 
of us have, of course, heard of the pre- 
fabricated dwellings which will be trans- 
ported to the building site by huge motor 
truck and erected in a single day. That 
is spectacular—it satisfies the public’s 
craving for the exciting and the dra- 
matic. 

An even more important development, 
vital to the health and comfort of all of 
us, is probably going unnoticed gener- 
ally. That is the work being done with 
sound and vibration control. It has been 
proved, scientifically, that many of the 
mental disturbances commonly afflicting 
certain classes of factory workers are 
caused by noise and vibration. Even in 
the home, noise and vibration are the 
causes of nervous diseases heretofore im- 
possible of diagnosis. The construction 
and building field is making a thorough 
study of sound and vibration control— 
from the building material itself to the 
methods of construction—so that the 
factories of the future will contain more 
contented, efficient workers and the 
homes of tomorrow will be more restful, 
peaceful and conducive to health. 

The food industry is another field in 
which products must be changed to meet 
new market conditions. Soldiers return- 
ing from the fronts will bring with them 
tales of new miracles in food packaging 
by means of dehydrating and compress- 
ing natural food forms. They will tell 
also of the great strides in the field of 
vitamins. And the consumers of tomor- 
row will look to the food manufacturers 
to deliver similar miracles of science to 
the consumer. Freezing of foods will rise 
to new importance, and undoubtedly 


among consumers themselves food freez- 
ers will be as commonplace as electric 
refrigerators are today. What effect will 
that have upon the canning industry? 
Will anyone want to eat canned foods 
when they can freeze their own fresh 
products and store them indefinitely 
before use? 

The average American’s imagination 
has been captured by the idea of the 
“beefsteak dinner in a capsule.” But 
much more practical and important than 
that, although admittedly not so spec- 
tacular, is the work being done in pro- 
viding vitamins in capsule form. 

And how about leathers and shoes? 
The war forced rationing upon the 
leather industry, but it did not take the 
blow lying down. Technicians imme- 
diately went to work perfecting new syn- 
thetic leather materials. Not all of these 
have been brought to their peak. Some 
are merely usable and nothing more. 
But what will be the eventual result? 
Now that the chemists and technicians 
have been put on a new path of research, 
they will not discontinue their work 
until they have developed synthetics 
that far surpass anything we know today 
in the field of leathers and shoes. 

The new metal alloys will have to be 
tested and tried time and time again 
before being placed on the market. 
Molded and laminated plastics should 
be experimented with and check tested 
continually until they meet consumer 
serviceability requirements. 


DETERMINING IF PRopDucTs 
Meet Market NEEDS 


Industry is now dealing with con- 
sumers that have become more educated 
in recent years towards what to expect 
for every dollar spent. These consumers 
now look for serviceability and quality, 
know how to read descriptive tags and 
literature, understand simple specifica- 
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tions and will want their money’s worth. 
A prettily dressed-up product, made of 
a new material and sold only on these 
lines without definite guarantees of 
quality, will certainly meet with con- 
sumer dissatisfaction. 

From the experiences we have had in 
assisting manufacturers to develop prod- 
ucts that will fit the market needs, we 
know that actual use tests are best. 
However, every manufacturer in de- 
veloping a new product must use trial 
and error methods at least to the extent 
of weeding out the impractical products 
so as to get down to a basis of only 
several styles or models for his final test. 
It is difficult, however, to use the con- 
sumer for trial and error weeding out 
procedures and many times manufac- 
turers do not wish to make up test 
models for sale to get consumer reaction, 
fearing that they will jeopardize their 
trade name, or later on, curb the sale of 
the particular product. In other words, 
some manufacturers recognize the pit- 
fall of the rayon story. 

To assist manufacturers in making 
these trial and error tests is where the 
laboratory plays an important part. The 
laboratory is needed for the prime de- 
velopment work that is needed for con- 
trol and manufacture but it can also 
serve a very important part in making 
determinations that will give an indica- 
tion of consumer serviceability and 
usage. In performing this type of work, 
the testing and research laboratory must 
depart from routine procedures, must 
forget about adhering to the book and 
use the same American ingenuity that 
the manufacturer used in developing the 
product. 

For example, let’s take plastic dishes. 
We know that there will be future de- 
velopments along these lines of produc- 
ing more colorful dishes, dishes that will 
not break, crack, chip, and will resist 


heat and chemicals. A laboratory, to 
test properly such a product would have 
to set up a gadget that would duplicate 
the chipping action that would take 
place in stacking such dishes or in wash- 
ing and the nearer the gadget came to 
the same motions that took place in 
actual use, the better the laboratory test 
wou'd be in determining consumer 
serviceability. 

The testing of plastic shoe soles would 
create the problem of developing a 
machine that would give the same action 
of a foot hitting various types of pave- 
ments. New type shipping containers 
would have to be put on tumblers, 
jumbled around to get the same type of 
treatment that they would receive in a 
freight car or truck in a long haul. 

Plastic faucets would have to be 
turned on and off thousands of times to 
make certain that they could withstand 
household use. 

Plastic typewriters with new plastic 
keys and new metal alloy parts would 
have to be pounded and pounded with 
artificial finger movements to determine 
whether or not the parts would stand up 
without breaking, or whether or not 
vibration would be such that these new 
materials could not be put together. 

Please remember that we are discuss- 
ing only the necessity of testing the 
products for consumer serviceability to 
see if they meet market needs. When it 
comes to the chemical and physical test- 
ing necessary in the development of new 
materials, the laboratory should proceed 
along the routine lines, with conserva- 
tism an important factor. The labora- 
tory testing for the control of the 
product during manufacture should be 
routine book procedure. 

It is only when the determination of 
the consumer serviceability of the fin- 
ished product is under consideration 
that laboratories should resort to test 
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procedures that will put the new product 
through different paces approaching as 
near as possible the actual conditions 
under which the product will be used by 
the ultimate consumer. 


CONCLUSION 


We could go on indefinitely covering 
the fields of paints and varnishes, medi- 
cines, fuels, paper, and so forth. But I 
am afraid that, just as in the fields we 
have touched upon already, I cannot 
truthfully reveal anything startling, 
amazing, or even surprising in the way 
of changes to come. Changes there are 
and they will most certainly come. They 
will affect practically every product we 
know today in a greater or lesser degree. 
The manufacturer who finds himself un- 


prepared, however, will not be buried un- 
der an avalanche of new things that out- 
mode everything he is making today. 
Rather he will find himself in the posi- 
tion of the marathon runner who has ex- 
hausted all his reserve energy and finds 
himself falling gradually farther and 
farther back until he finally falls out en- 
tirely. Progressive, forward looking man- 
ufacturers have begun already to plan for 
tomorrow—and “already,” I might add, 
is late enough. For their ally they will 
employ science in all its branches, for 
only science throws the cold light of truth 
upon any new idea—and only science 
can separate the wheat from the chaff, 
objectively, in the great things promised 
for the world of tomorrow. 











HOW AIR TRANSPORTATION MAY AFFECT 
MARKETING AND PRODUCT 
DEVELOPMENT 


JOHN H. FREDERICK 
University of Texas 


HE EXPANSION of air transportation 
Tin the past three years marks the be- 
ginning of a new era for marketing men. 
During that time we have come to a com- 
plete recognition of the military power of 
the airplane and an appreciation of its 
advantages and possibilities for passen- 
ger and cargo transportation, things 
which were perhaps only dimly seen be- 
fore the war was upon us. We have be- 
come truly air minded. The developments 
of the past 20 months alone have 
crammed years of aviation progress into 
that short period and beyond the vast 
military needs of the present we can see 
the promise of a new and tremendous 
peacetime industry. The war will have 
advanced the science of aviation by at 
least fifty years. Experiments of such 
magnitude that they could not have been 
undertaken in peacetime by private capi- 
tal will have pointed the way to new 
achievements in air transportation. In- 
dustries and persons not previously fa- 
miliar with the uses and advantages of 
air transportation will have been intro- 
duced to those advantages and under the 
pressure of war economy will have 
formed new shipping and travel habits. 

The world is shrinking and will con- 
tinue to do so. Already any important 
city on the globe can be reached well 
within a week, about half the time it took 
to journey from Boston to Savannah 
some hundred and fifty years ago. The 
world is now actually smaller, measured 
in travel time than were the thirteen 
original States. This means much in 
terms of markets. Visualize, for example, 
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your national market shrunk in terms of 
time-in-transit for travel or for ship- 
ments, to the size of the state of Penn- 
sylvania and one can see what air trans- 
portation has done to the United States. 
Today we are actually in an era of what 
has been termed “planetary economy.” 
Any marketing organization failing to 
take this basic fact fully into considera- 
tion in its postwar planning places its 
future in grave jeopardy. 

From the standpoint of the marketing 
man and his future use of air transporta- 
tion it must be borne in mind that the 
airplane is the only vehicle of transpor- 
tation that knows no physical bounda- 
ries. There is no changing from one type 
of vehicle to another, for example, when 
the sea meets the land. The airplane is 
not concerned with what is under it. 
This fact may revolutionize our export 
and import trade in many commodities. 
There is no reason why planes from 
Cleveland or any other inland point may 
not go directly to any other part of the 
world. The handling costs involved in 
trans-shipping in the export and import 
trade may be eliminated when shipping 
by air. Further, air transportation can 
reach places where no modern surface 
transport facilities exist. 

When the war is over we will want to 
develop the expanding markets of this 
nation and send our business men and 
products over the globe. Air transporta- 
tion will permit us to do this with the 
competitive promptness which means 
the difference between success and fail- 
ure in world markets. It will, for exam- 
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ple, be no more unusual for the salesman 
of the future to take one of the several 
daily flights across the Atlantic and 
spend a week in Europe than it was re- 
cently for this same salesman to take his 
automobile and spend a week in his ter- 
ritory in this country. Latin American 
markets may expect to see our salesmen 
on weekly or monthly routine visits, just 
as we may expect to see their salesmen in 
this country. Remember we must now 
measure distances by fime in transit, not 
by miles. 

Until recently the use of air transpor- 
tation for cargo has lagged in the United 
States chiefly because, first, the airlines 
were more interested in the development 
of their passenger business and, second, 
they left the development and handling 
of ground-pick-up and delivery of air ex- 
press in the hands of an organization con- 
trolled by a competitor, the Railway 
Express Agency which is owned by the 
railroads. There has been a natural reluc- 
tance on the part of this agency todo 
much to develop air cargo except within 
the last couple of years. 


Cost or Air TRANSPORTATION 


A third reason for the lag in using air 
transportation for cargo has been the 
high air express rates, which for ship- 
ments of average weight traveling over 
700 miles is from 6} to 9 times greater 
than first-class rail express rates. In this 
connection, the emergency character of 
most of the present air express business 
may be seen in the relatively higher 
charge and lower weight per shipment 
for most of the commodities carried. The 
typical rail express shipment weighs 21 
pounds and pays 80.7 cents for carriage, 
the typical air express package weighs 
only 6 pounds and pays $2.67. 

When we consider the present war- 
time use of air cargo transportation we 
realize that today cost is not the impor- 


tant factor in determining the means of 
transportation to be used. In peacetime 
commerce, however, cost looms large. 
Therefore, we must keep in mind that 
conditions today are not normal and that 
after the war is over the fact that trans- 
portation represents a real part of the 
cost of goods sold to consumers will 
again become a paramount consideration 
for marketing men. 

Under normal conditions air transpor- 
tation would produce very little traffic 
which could not be originated using ex- 
isting ground facilities, were it not for the 
greater speed of air. The establishment 
of new trade routes and new marketing 
channels requires a long time, and the 
marketing channels in use today have 
been built around rail, water, and truck 
services. It will be difficult to change 
these arrangements for there are many 
people who have vested interests in see- 
ing the status quo maintained. 

Since the transportation of commodi- 
ties is a business, competitive chiefly on a 
price basis, as between agencies, some 
estimate of ultimate air cargo rates is 
prerequisite to a determination of the 
future importance of such a service in 
marketing. An estimate of this nature 
involves a determination of the average 
load factor for planes devoted exclusively 
to the carriage of air cargo. This should 
be based on traffic flow, pick-up and 
delivery costs, and operating expenses, 
all of which can only be estimated in ad- 
vance of actual experience. Most of the 
air cargo experience of our airlines has so 
far been confined to the carriage of air 
express on the same planes as passengers 
and mail. It has only been within the 
past few months that certain airlines 
have begun all-cargo flights using planes 
from which passenger accommodations 
have been removed. The cost figures for 
these operations are not, however, avail- 
able at this time and would probably be 
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of little use in estimating future costs, 
since these lines have been using DC-3 
type planes which were not built for ex- 
clusive cargo carriage. Immediately after 
the close of the war, the type planes now 
being operated by some of the airlines 
under Army air cargo contracts will be- 
come available for general use. Much of 
the experience gained by the airlines in 
carrying out these Army contracts will 
be of value in handling the tremendous 
amount of peacetime traffic which will 
be offered them; not the least of this ex- 
perience will be that of ascertaining the 
costs involved in such operations. 

The average load factor will be largely 
dependent upon the degree of unbalance 
in the flow of traffic over the airlines. In 
general, more higher grade commodities, 
those which will be able to pay air cargo 
rates and now pay express rates by rail, 
move from the east to the west and south 
then vice versa; while the reverse is true 
of lower class express and freight. Analy- 
sis of railroad freight traffic confirms the 
preponderance of traffic flow outbound 
from the eastern industrial area. Under 
these circumstances it has been sug- 
gested that it appears doubtful if, for a 
comprehensive air line cargo network, 
planes, on the average, will carry more 
than 65 or 70 per cent of capacity, and 
that the average for the country may 
even be lower. On the other hand, when 
air cargo services become available for 
the development of new types of traffic, 
this picture may entirely change. In fact 
much of the airline cargo traffic will not 
necessarily be taken away from present 
carriers; much of it will be entirely new 
and air cargo carriage availability may 
cause decentralization of industry into 
the south and west so that a more even 
traffic flow will develop. But at the start 
at least, the airlines will have to contend 
with the uneven flow which now exists, 
together with its possible effect upon 


loads in both directions. 

It is expected that within a short time 
after the close of the war the average 
charge for air cargo will be about 18 cents 
per ton air-mile. This is but slightly more 
than the present charge for first-class rail 
express shipments. This 18 cent figure in- 
cludes airline direct and indirect trans- 
portation costs, pick-up and delivery ex- 
penses, and a profit on the air cargo op- 
erations. It applies to any size plane with 
a 65% load factor under operating condi- 
tions approximately like the present but 
it does not take into account the fact 
that the frontiers of aerodynamic re- 
search and development are man” ye2rs, 
many decades away. In size alone, we 
are heading for aircraft larger than any 
we have yet imagined. No technical con- 
siderations limit the size of airplanes that 
can be built except the amount of pay- 
load available per trip. 

Aviation has recently estimated a per- 
ton-mile cost to shippers of 4 cents using 
a 20-ton cargo transport plane. However, 
this estimate does not include all airline 
costs, and neither pick-up and delivery 
expenses, nor profit. Consequently, the 
figure we will probably see when com- 
mercial air cargo transportation is in full 
operation is between this figure of 4 cents 
and the 18 cents above mentioned—per- 
haps about Io cents per ton-mile—which 
will be considerably under present air 
express and rail express rates. 


Mayor MarkKetinG CHANGES 


There are now approximately two 
hundred towns and cities in the United 
States served by commercial airlines. 
Shortly after the war is over this number 
will be greatly expanded through the es- 
tablishment of feeder airlines connecting 
towns now off the main airlines, with 
terminal points. The establishment of 
these local lines will be the great field of 
expansion for airline operations as soon 
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as it is possible to obtain the proper 
equipment. It will, therefore, be possible 
soon after the war to reach all the whole- 
sale buying power of the country by di- 
rect air transportation and most of the 
retail and consumer buying power. This 
being the case, one development in mar- 
keting will certainly be a tendency to 
manufacture and distribute for a na- 
tional rather than a regional or sectional 
market. No place will be inaccessible; the 
isolation factor which now is so impor- 
tant to many communities will disappear 
or be greatly lessened. There will also be 
greater and more intense effort to sell 
through national advertising. 
Consumers will continue to ask, as 
they have during the past few years, for 
more and more style merchandise at the 
same time all over the country; and for 
more fresh foods involving the need for 
more speedy transportation from areas of 
economical production or seasonal growth. 
Perishables that never before could find a 
distant market in even the most modern 
refrigerated equipment provided by car- 
riers by rail and water will flow along the 
air-trade routes of the nation and the 
world. Other perishables which now have 
to be shipped green will come to our ta- 
bles full-ripened and full-flavored. The 
speed of the airplane, flying the Great 
Circle courses and shrinking the world in 
size to a matter of hours, will enable us 
for the first time to show with competi- 
tive promptness the merits of our prod- 
ucts in the most remote markets of the 
world. Estimate, if you can, the com- 
mercial value of a Europe twelve hours 
away instead of a week. Consider the 
markets of an Orient a scant one hun- 
dred hours away by air, instead of fifty 
days away by surface transportation. All 
our marketing activities, our whole econ- 
omy, will be quickened by the new forces 
of air transportation. There will some 
day be billions of ton-miles developed by 


air cargo and air cargo alone. 

Air transportation, particularly in- 
creased availability of air cargo services 
to small as well as large towns, will make 
it possible for a manufacturer to service 
his product in the hands of a consumer 
located a great distance away with the 
same ease with which he has been able to 
serve the consumer near at hand through 
the. use of surface transport facilities. 
This holds great potentialities for mar- 
keting men both at home and abroad. 
Our distribution system has centered 
around the existence of fairly concen- 
trated sources of supply for manufac- 
tured products with numerous wholesale 
and distribution centers scattered 
throughout the country and the world, 
designed to supply and service the prod- 
ucts handled. With the speed of air 
transportation the need for the whole- 
saler, the distribution center, the spot 
stock in a warehouse, and the necessity 
for the retailer to maintain a large inven- 
tory is diminished. 

Style merchandise will almost cer- 
tainly be sold from one establishment— 
the factory. Spot stocks carried at what 
may now be strategically located mar- 
keting centers may no longer be effective 
in serving retail outlets. It may be just as 
economical to make all deliveries in 
small quantities direct from factories. 
Doubtless, many retailers will take ad- 
vantage of opportunities to place orders 
more frequently than before, to say 
nothing of wholesalers, so that produc- 
ers’ stock rooms will have to readjust 
schedules to conform with buyers’ de- 
sires to receive goods in smaller quanti- 
ties and as quickly as possible. The use of 
air cargo services in this manner may, 
however, force more work onto manu- 
facturers who will experience the neces- 
sity of maintaining large stocks of goods 
to fill small orders instead of having 
middlemen perform this function. 
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Propuct DEsIGN DEVELOPMENTS 


In addition to the foregoing changes 
there will be developments in product 
design brought about by the availability 
of this new means of transportation. 
Everyone will strive for lightness, to re- 
duce weights of products heretofore too 
heavy to be transported at reasonable 
cost by air. Some of this weight reduc- 
tion will be accomplished through the 
use of lightweight metals and plastics. 
Other weight reductions will come about 
through changes in packing and packag- 
ing. 

Air-borne cargo will receive very gentle 
handling compared to goods moving by 
surface transportation. This is so chiefly 
because rough handling might damage 
the aircraft more than the material 
shipped. The secure lashing of the cargo 
to the deck and bulkheads of the planes 
will prevent any shifting in flight and for 
this reason goods to move by air require 
very little packing protection. Thus, 
packing requirements of the future need 
not be so stringent and expensive as they 
have been in the past. The Army and the 
Navy, in their transport operations have 
contributed a great deal to the develop- 
ment of new shipping practices for air. 
The Naval Air Transport Service has 
taken shipments arriving at its bases by 
surface means and repacked them for air 
transportation. This repacking has re- 
sulted in substantial reductions in the 
weight of the packed articles, in many 
instances, and average savings of I5 per 
cent in shipping weights. Even with such 
a saving there remains much to be done 
in the development of packing tech- 
niques for the peculiar and light weight 
requirements of air transportation. The 
reduction in packing requirements is also 
an element which must be taken into 
consideration when comparing air rates 
with surface transportation on a pound 
basis. Actually, the surface rates include 


a charge for a large amount of packing 
which will not be necessary for air cargo. 
After the war, the development of new 
light-weight products, the modernizing 
of packaging and shipping methods to 
get goods into the air, promises to extend 
markets in this country and abroad and 
to bring into the air-shipping range many 
products now thought too heavy. 


CHARACTERISTICS OF AIR-BORNE 
Propucts 


The products most likely to move by 
air for some time will probably have one 
or more of the characteristics which fol- 
low: 

1. A need for speed. This need is pres- 
ent, for example, in style merchandise, 
repair parts, news photographs, radio 
program transcriptions, motion picture 
film and the like. Business time, time 
worth money, must be saved. In other 
words, goods where prompt delivery is an 
important part of the sale will move by 
air. Air transportation will make but one 
big sales territory for such goods—the 
nation or perhaps the world! 

2. A high rate of mark-up. This factor 
is present in much style merchandise or 
merchandise sold only during special 
seasons where quick delivery of replace- 
ments is important. 

3. High value but low bulk. This char- 
acteristic is found in jewelry which has a 
value per pound sufficiently great to make 
possible worth-while savings in financing 
and insurance costs because of less time 
in transit. This factor increases in im- 
portance with the distance traveled and 
so is more important in foreign than in 
domestic marketing. 

4. Perishability where speed will avoid 
injury en route. Flowers, fruits, vegeta- 
bles, fish and the like are illustrations of 
the type of commodities we have in 
mind. 

5. Items produced in areas not accesst- 
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ble by other means of transportation. We 
may expect that many products found in 
distant parts of the world, the Amazon, 
the wilds of Canada and Alaska, and 
other similar remote regions will be 
made available by air transportation. 

As time goes on, however, the lower 
costs and more widespread use of air 
cargo will reduce the average value and 
the perishability characteristics of an 
increasingly large number of commodi- 
ties which will move by air. 


Factors IN Use oF AIR 
TRANSPORTATION 


In the last analysis the increased use of 
air transportation in marketing will de- 
pend upon: 

1. The differential in time to be gained 
by using air transportation services, 
which factor will depend to some extent 
upon the speed of the air carrier as com- 
pared with ground facilities and the com- 
parative difficulty in ground pick-up and 
delivery, and time involved in moving 
the goods to and from airports. 

The greater number of airline cargo 
carrying schedules that will be operated, 
starting after the war. 

3. The greater certainty of performing 
air transportation on time and despite 
weather interference which will come 
with the adoption for commercial use of 
many air transportation techniques be- 
ing developed during the war. 

4. The increase in airport facilities 
which will be made available for com- 
mercial use after the war. 

5. Greater coordination of air services 
with ground facilities, particularly the 
common carrier motor operators. 

6. Lower rates for air cargo transpor- 
tation arising from the use of larger 
planes designed to suit the job they must 
perform; the development of more ef- 
ficient motors, fuels and lubricants; the 
lower first cost of planes due to mass pro- 


duction; improvements in terminal and 
aircraft loading and unloading facilities; 
and improved airports. 

There will of course be offsetting fac- 
tors to the increased importance of air 
cargo transportation in marketing. At 
least one of these will be the increased 
speeds and efficiencies of other modes of 
transportation. The railroads can do 
much to improve their services and re- 
duce costs. They will not permit traffic to 
leave them without an effort to hold it. 
The same will be true of the long dis- 
tance motor carriers. In fact, there is a 
potential for greatly lowered costs and 
better service in all fields of transporta- 
tion and it seems logical to assume that 
present cost differentials between the 
various carriers will be maintained to a 
considerable degree after the war. 

Air cargo transportation and the use of 
the airlines for travel will only become of 
large significance to marketing men and 
the general public when air transporta- 
tion is so sold to all shippers and receiv- 
ers of cargo that they will automatically 
think of air services in shipping miscel- 
laneous commodities. The railroads, 
with their express service, have been in 
existence longer than any man alive to- 
day, and railroading and its services are 
ingrained in the thoughts and habits of 
people with the result that they avto- 
matically think of rail express in ship- 
ping various goods when they have to 
move them quickly. They rarely think of 
air express even in emergency shipments. 
This selling is the job of the airlines be- 
cause one reason, besides high rates, of 
this lack of public acceptance in the past 
is that air express has not been adver- 
tised enough. This has been true for per- 
sonal travel as well as for shipping with 
the result that the average person looks 
upon air transportation as being too 
costly for his use. An examination of the 
advertising of the airlines of the past few 
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years reveals a startling lack of interest 
in the growth of air cargo. But this will 
be changed after the war which is doing 
so much to bring home the value of all 
types of air transportation. This selling 
will take intensive effort; but air cargo 
shipping and air travel must be made 
commonplace, if the facilities of the air- 
lines of the world are to be used in solv- 
ing the problems of distribution which 
must be solved if we are to take full ad- 
vantage in the postwar era of the pro- 
duction machinery we have developed. 
Much of this effort will be directed to- 
ward the marketing men whose efforts 
give rise to the only large scale buying of 
transportation services. 


SUMMARY 


To summarize, there are at least seven 
ways in which air transportation may af- 
fect marketing, perhaps not all at once, 
but certainly as times goes on and its po- 
tentialities are fully realized and capital- 
ized upon by marketing men: 

1. All marketing activities will be 
quickened by air transportation. 

2. Manufacturers will distribute for a 
national rather than for sectional or re- 
gional markets. This will be particularly 
true for style goods. 

3. National advertising will become of 
increasing importance. 

4. Perishables will move by air, thus 
providing greater variety and better 
products for consumers in all parts of the 


country and in some foreign markets as 
well. 

5. The marketing area for most pro- 
ducers will be greatly broadened from a 
sales and service standpoint. 

6. Marketing systems may change in 
that more direct marketing and more 
closely controlled distribution may re- 
sult. 

7. Retailers’ stocks will be smaller. 
Wholesalers in some lines may disap- 
pear. Retail establishments may be 
smaller in size with stock rooms largely 
eliminated and sales being from samples 
with next day deliveries from manufac- 
turers assured by air cargo. 

Product development will keep pace 
with air transportation and its effect on 
marketing in at least these ways: 

1. Products will be designed so that 
they can be carried by air. They will be 
planned to use this type of transporta- 
tion. 

2. New lightweight metals, new plas- 
tics will play an increasing part in prod- 
uct design with air transportation in 
mind. 

3. Air transportation itself will give 
rise to a need for certain new products, 
many of which we probably haven’t 
thought of as yet. 

4. Packing will be revolutionized. Air 
cargo will receive more gentle handling 
than has ever been the case with ground 
transportation. Thus one marketing cost 
will be reduced. 














EVALUATION OF OUR WARTIME PRICE 
CONTROL 


JULIUS HIRSCH 


Eprror’s Note: Professor Theodore H. Beckman of 
The Ohio State University was the chairman of the session 
on “Price Control.” The three papers which follow, to- 
gether with discussion of these papers by Dr. Burley, were 
read at this session. 


THE NorMAL SYSTEMS OF 
Price ConTROL 


ULL-FLEDGED price control existed 
| sete four thousand years ago, be- 
ginning in Babylon in about 2200 B.c. 
Since that time three main systems of 
price control have developed again and 
again: 

First, the system of selective price 
control under which the price of one 
commodity after another is fixed. 

Second, the fair price system under 
which the seller may charge his reason- 
able costs and only a fair profit. 

Third, overall freezing of all prices, 
wages, rents, and interests at a specific 
date, or period, for the whole duration 
of a war—the Baruch plan. 

Through ancient and modern history 
there seems to be something like a nor- 
mal sequence of these systems from the 
first to the second to the third. 


AMERICAN SYSTEMS OF 
Price ConTROL 


During World War II, price control 
in the United States, however, has gone 
through at least six different stages and 
now stands on the verge of a seventh 
one. In this development this country 
followed a sequence entirely its own. 

We began with selective price fixing 
on February 17, 1941. We used this sys- 
tem on a more or less non-mandatory 
basis for eleven months and then made 
it mandatory under the Emergency 
Price Control Act (EPCA) of January 


31, 1942. After three months of life, 
however, this system was replaced by 
the almost overall price ceiling, officially 
the General Maximum Price Regulation 
of April 29, 1942 (within the O.P.A. 
called ‘‘General Max’’). But ‘General 
Max” was no better equipped legally 
than the EPCA to deal with wages and 
farm prices. Moreover, military com- 
modities, with the exception of raw ma- 
terials, were taken out from this regula- 
tion so that 40-50% of our business life 
then functioned under a third system; 
that is, the military ask-and-bid and the 
cost-plus system, mitigated by renego- 
tiation. These renegotiations are, of 
course, nothing but a fair price clause 
with inverse burden of proof. 

Since under the foregoing steps agri- 
cultural prices and wages were free to 
rise and did so, the United States took 
a decisive step towards the Baruch plan 
for non-military goods in September-— 
October 1942, by passing the Economic 
Stabilization Law. This froze agricul- 
tural prices at about 103-104% of parity 
and wages according to the Little Steel 
formula at 115% of the January 1941 
level. However, it was disrupted ten 
days after its enactment by the system 
of margin control. This system abolished 
again, for a number of foodstuffs, the 
rigid freezing of “General Max” by 
instituting a rapidly spreading system 
of percentage margins. Introduced by 
some “long-haired professors,” it ap- 
pealed to the practical business man 
more than any other, and spread to more 
and more fields. Under it prices were not 
absolutely stabilized; instead, they rose 
openly and the more so because of the 
disappearance of the low-end prices 
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and by the deterioration of qualities. 
The next system was enacted in April 
1943 under the “hold the line” order. 
The chief characteristics of this system 
are that it tries (1) to replace percentage 
margins by “dollars and cents prices,” 
the meaning of which was to replace the 
percentage margins by local and regional 
uniform maximum prices for processors, 
wholesalers and retailers at least for 
foodstuffs; (2) to “roll back’”’ the prices 
(or at least the food costs) to the level 
of September 15, 1942, that is, by about 
6%, with the help of “roll-back subsi- 
dies”; and (3) strictly to deny any in- 
crease in farm prices and wage rates. 
While this order is still in full swing, 
quite a different idea is now pressing 
into the foreground which I may call, if 
it should become a reality, the maxi- 
mum-plus-fair-price system. The idea is 
this: A limited number of commodities 
—with textiles perhaps 150—is to have 
fixed consumer retail prices. A limited 
number of cost-of-living items is to be 
limited in price lines and within these 
lines shall get a fixed percentage margin. 
All other articles shall not be limited in 
price at all but the business owner shall 
not exceed his historic store-wide mark- 
up. The idea is that all three accounts 
together shall not yield more than the 
historical prewar store-wide mark-up. 


Price CONTROL AND PRODUCTION 


If you were to ask me whether price 
control in the United States has been 
effective up to now, especially when 
compared with the experience in other 
countries, I could only reply as follows: 

Our price level, on the whole, certainly 
has not increased more than that of other 
countries, even if the statistics appear 
to be different. Officially, our cost-of- 


living index is almost exactly where it 
was when we began to roll prices back, 
namely, about 125% of 1939. I think 


that our real price level is in fact much 
lower than the German price level, al- 
though Hitler’s cost-of-living index pre- 
tends to be at 114%. Our real price level 
is very probably lower than the English 
cost-of-living which is approximately at 
the same rate of 126% but which un- 
doubtedly has a relatively larger cor- 
rection in the black market than ours 
now has. But I do not think that this 
rather favorable result for the United 
States is exclusively due to the various 
and changing systems of price control. 
On the contrary, I do not think that any 
other country could have permitted it- 
self such evident mistakes as our per- 
centage margin control or our meat price 
policy without the most serious, perhaps 
even disastrous, consequences. 

The chief lesson which business men 
and price administrators may learn from 
the facts of American price control is 
that the European economy of scarcity 
is governed by economic trends and con- 
sequences quite different from those in- 
fluencing the American war economy, 
which even more than before has proved 
to be an economy of abundance. In such 
an economy as ours where real, bitter 
shortages do not exist, much more 
lenient control methods may be appar- 
ently successful. Further, the thing 
which helped and continues to help our 
war economy more than any technical 
method of control and restriction is, in 
addition to the unparalleled abundance 
of our resources, the unparalleled in- 
genuity of American business. 

What happened in the American econ- 
omy during this war may well be boldly 
called the American war economic pro- 
duction miracle. Never in the history of 
mankind has such a fantastic volume, 
such an outpouring of production, been 
witnessed! Not only is the United States 
—one-half of a continent—outproducing 
all four other continents in less than two 
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years in the manufacture of the most 
gigantic and terrible mass of armaments 
but—and this is the wondrous, unprece- 
dented fact—this country, as indicated 
by the accompanying chart, has pro- 
duced sufficient to enable civilian con- 
sumption to become bigger 
than it ever was before. 
Owing to our unparal- 


and there were available for civilian con- 
sumption and construction $82 billions 
instead of $50 billions. Individual and 
business taxes indeed swallowed some- 
thing like $20 billions and bonds about 
$20 billions. And what happened with 
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their warnings about the 
“inflationary gap”? One of 
them even figured it out 
exactly—that in 1942 we 
would have $100 billions 
to spend but that since 
there would be only $50 
billions of civilian commodites and serv- 
ices available, plus $33 billions for taxes 
and bond buying, there would be a gap 
of exactly $17 billions which would exert 
a terrible “inflationary pressure.” 

What really happened? The American 
people and the Treasury had $152 bil- 
lions rather than $100 billions to spend, 


The American war production miracle is that we are outproducing the 
whole Axis almost 200% in fighting materici, and at the same time have 
increased the volume of civilian production 12% to 15%. The 1943 figures 
in the above chart represent the rate of expenditure in the first months of 
1943 as reported by the Department of Commerce. Civilian expenditure for 
the entire year may considerably exceed go billions. 


the “inflationary gap” of $30 billions? 
Why, the people merely saved their 
money for a rainy day! 

Now the economists prophesy that 
this is only a deferred inflation. They 
tell us that after the war the markets 
will be empty and that the many, many 
billions of saved money will rush into 
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these markets. And some economists 
come forth with the prophecy of a whole- 
sale price index increase of 200% or so 
as a moderate forecast. 

But one thing is certain right now: the 
markets will not be empty at all. The 
danger is not that we shall have no in- 
ventories, but that we shall have the 
wrong inventories. And we shall need 
the best marketing technique to deal 
with this problem. 

I doubt very much that people are 
going to spend their money like drunken 
sailors. | am convinced that it will be 
the great national duty not to prohibit 
people from spending but rather to in- 
duce the American people to invest their 
funds so as to create and maintain em- 
ployment. 


EFFECTIVENESS OF Price CONTROL 


Up to now our seemingly unsystematic 
system worked as well as any more sys- 
tematic price policy has elsewhere—our 
unsystematic system composed of a 
strange mixture limiting prices and rent 
by specific maximum prices, of some- 
what improved margin control, of con- 
trolling wages by the “Little Steel” and 
other formulae, of curtailing the pur- 
chasing power of the public and at the 
same time again increasing it by sub- 
sidies of about $13 billions a year and 
of raising agricultural prices to and 
above “parity.” 

But it would be unjust not to repeat 
that this happened because our abun- 
dance of raw materials and facilities and 
of industrial and commercial ingenuity 
made success much easier here than any- 
where else and, conversely, made every 
mistake much less dangerous. 

Rent Control. Rent restriction was un- 
doubtedly a great success. This policy 
has been successful in almost every 
country. A black market in houses or 


housing is technically rather difficult. 


The real problem lies in the future; for it 
is simple to enact rent restriction meas- 
ures, but it is rather difficult to abolish 
them. 

Agricultural Prices. 1 believe that our 
agricultural price policy has been suc- 
cessful. The task here was to find the 
reasonable limit to price increases. In 
how far does an incentive price or an 
incentive farmer subsidy really bring in- 
creased production, and from what point 
on does a higher price no longer bring 
additional production? We paid about 
50% more in price and got 32% more in 
production. I leave it to you to decide 
whether this was too much. My personal 
feeling is that not only did we fulfill our 
political promise of “‘parity prices,” and 
that the price as a whole was not too 
high, but that for most commodities we 
do not need much larger quantities. 

Let me now take a moment to show 
that we made one evident mistake in all 
our livestock plans. I will give you the 
comparative figures, with those for 1944 
as forecast by the Department of Agri- 
culture. We had, in million heads, 


1939 §=194I 1943 1944 
Total cattle 66 68.2 78.2 82.5 
Hogs 50 61 93:9 & 
Sheep and lambs 3.6 gh4 $5 — 
Chickens 419 438 540 605 


How did this strange picture come 
about? It resulted from fixing prices at 
the end but not at the source and by sub- 
sidizing the meat processor and not the 
farmer. We fixed the price of meat but 
not the price of cattle and we fixed the 
price of hogs in the wrong corn-hog inter- 
relation. When cattle prices rose, we paid 
subsidies to the processors. The farmer 
thought that this subsidy rightfully be- 
longed to him. 

The consequence of this policy was 
that we kept, and still keep the greatest 
cattle and hog herds in all our history. 
At the same time we had a beef famine 
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in some of our large cities—and the 
second largest grain harvest in our 
history was not big enough to feed the 
new guests whom we invited to our 
national cattle table. 

We must admit that the meat roll- 
backs, under the circumstances, were 
not exactly a masterpiece. 

From “General Max’ to Margin Con- 
trol. Why did ‘“‘General Max”’ succeed 
at first so splendidly and why was he so 
suddenly stabbed in the back on October 
15, 1942? 

The fact is that almost two-thirds of 
the non-agricultural civilian commodi- 
ties were already under maximum prices 
for producers when ‘‘General Max” ap- 
peared on the horizon. We had an infla- 
tion scare campaign during the entire 
autumn of 1941. Frightened by this, re- 
tailers and wholesalers had accumulated 
huge inventories to such a degree that, 
for instance, the stocks of large depart- 
ment stores were 80%-100% more in 
dollar volume than in 1939. As soon as 

“General Max” was placed in the saddle 
the buying public believed that the 
period of price increases would be over. 
The buying wave ebbed and in many 
business lines the ceiling price, namely 
the highest price charged in March 1942, 
could not again be reached. Some com- 
modities, like furs, dropped by 40% and 
more. 

It is my personal opinion that in the 
spring of 1942, when all inventories were 
overstocked, almost any price control 
system would have had similar results. 
As a matter of fact, almost immediately 
after the enactment of “General Max” 
it was reported that compliance was poor 
and that the mandatory ceiling price 
posters were displayed only by a mi- 
nority of firms. However, the supply 
situation took care of the bulk of prices. 

Yet, farm products and wages con- 
tinued to rise. In the case of farm prod- 


ucts the farm bloc interfered with every 
serious move to keep prices down. Con- 
trary to the program of the O.P.A., 
wages were permitted to rise to the 
limit of 115% of January 1, 1941, and 
sub-standard wages were allowed a 
greater increase. The whole extremely 
complicated machinery of “General 
Max,” including price-fixing according 
to “comparable commodities” and to 
“the closest comparable business of the 
same kind,” worked out in very few 
cases, if any. 

So, the economic stabilization order ot 
October 2, 1942, fixing agricultural com- 
modities in the vicinity of 103%-104% 
of parity and freezing 90% of all food- 
stuffs at the retail price level of Septem- 
ber 15, 1942 should have completed the 
freeze. Practically we should have been 
where Germany was in November, 1936, 
and Canada on December 1, 1941. 

Why did we not stabilize prices nor, 
in fact, stabilize wages? 

The processor and distributor prices 
for foodstuffs could not be frozen at the 
level of March, 1942. They had changed 
radically since then. If we had attempted 
to bring foodstuff prices back to the 
level of March, 1942, we could have done 
so only by paying rather considerable 
amounts in subsidies. Congress declined 
to vote for anything in that direction. 
Under the pressure of retailers, whole- 
salers and canners, who were now really 

“squeezed,” the price division of the 
O.P.A. permitted, on October 15, 1942, 
a cost-plus calculation, or the margin 
system, first to the sellers of dry groceries 
and then to more and more business 
lines. 

This was done without taking cog- 
nizance of one of the oldest experiences 
of all other countries. If you permit a 
seller to make a 20% margin and if there 
is a scarcity, what seller will, when he 
has the choice of handling a commodity 








286 


THE JOURNAL OF MARKETING 





for the same purpose at $1, $2, and $3, 
be “humanitarian” enough to handle the 
$1 commodity and to make only a 20 
cent profit when he could make a 60 
cent profit by handling the $3 com- 
modity? This percentage margin system 
undoubtedly had the consequence of 
pushing the price level up and it was 
easy to foresee that it would bring about 
the neglect of the low price commodities." 

There has been much public complaint 
about the farm bloc and its dangerous 
attempts to raise prices. But the system 
of percentage margins did, and still does, 
more harm to the whole price level than 
any move of the farm bloc or of labor 
ever has done as yet. 

There was also no real complete stabil- 
ization of wages. But wage increases, in 
as far as they occurred openly, had little 
effect on prices because the volume of 
production rose constantly. Conse- 
quently, the overhead costs decreased, 
as a rule, at least at the same rate as the 
wages increased. But owing to the in- 
elastic methods of fixing wages we 
achieved absenteeism, to a degree, and 
open wage bootlegging to a very con- 
siderable measure. 

“Hold the line’ order. The cost of 
living index prepared by the Bureau of 
Labor Statistics showed, from December 
1942 on, increases of between 3%-1% 
and even 13% a month. This was partly 
temporary. The very bad winter re- 
tarded the harvest of potatoes and non- 
price-fixed vegetables, and price boot- 
legging, under the system of an uncon- 
trollable “percentage margin control” 
became general in these fields. The real 
increase may have been even more. The 
official index did not show the increase of 
textile and other apparel prices which oc- 
cur by the fact that the low price quali- 


1 The seller may even add the freight to the purchase 
price and then compute his margin. Hence, the greater 
the freight, the greater the profit. 


ties disappeared, the markdowns shrank 
to very small amounts and the “special 
sales” became a myth. A study made by 
the University of Chicago shows that, 
between May, 1942, and May, 1943, a 
real price increase of 10%-15% occurred 
for apparel and furniture. Unfortunately 
a presidential message of June 15 con- 
tains a passage which states that pre- 
cisely these prices had not increased 
while foodstuffs were the “‘bad boys.” 
So, on April 30, 1943, the President 
published the “hold the line” order. 
In a splendid political campaign he de- 
feated, against the vote of the majority 
of Congress, an attempt of the farm bloc 
to increase farm prices. He did it because 
of a threat by labor unions immediately 
to demand higher wages. At the same 
time there was the promise to roll food 
prices back to the level of September 15, 
1942, by “dollar and cent prices.” 

As prices had not been, up to that 
time, expressed in dollar and cents, this 
kind of disguise meant that the uncon- 
trollable percentage margin would be 
replaced with foodstuffs at uniform 
prices at the processor, wholesale and 
retail level. This is only possible under 
one condition, namely, when you have a 
uniform freight at the same place for the 
same commodity. It would call for an 
equalization of the freight rates. This is 
what Germany and, on a larger scale, 
England did. This, however, met with 
an enormous psychological difficulty. 
Some younger economists have heard 
something about a “cartel.’”’ Some of 
them do not know exactly what a cartel 
is. But they believe it to be the economic 
devil. And so, someone must have told 
them that the equalization of freights, 
even when done by the O.P.A., or by a 
neutral office, is just the tail of that 
devil. So they prefer either to do nothing 
in that direction or to pay subsidies 
which, in their eyes, are a part of the 
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wings of economic angels. 

Roll Back Subsidies. Subsidies are not 
a new adventure in the United States. 
The Agricultural Adjustment Adminis- 
tration has paid subsidies in various 
forms amounting to about $600-650 
millions a year ever since 1933. This 
year we are paying somewhat less than 
three times that amount, or about $13 
billions. But, as all beasts are not alike, 
so are not all subsidies. One-third of our 
subsidies are the same as those paid by 
the A.A.A., another third is given either 
to some marginal producers (copper, for 
instance) or to some industries to com- 
pensate for increased freight or import 
prices. About a third is slated for roll- 
back subsidies. 

The first subsidies, which I believe 
are more or less right, are an established 
fact. The second is the most discussed, 
but it has actually not much to do with 
the real problem. To justify every sub- 
sidy, the case of the copper producers is 
cited again and again. A small part, the 
“marginal production,” costs 17 cents 
while the bulk can be produced at 12 
cents. If you paid 17 cents for all of 
the copper production while only 3% 
actually costs 17 cents, a well- known 
European orator would call you “eco- 
nomic idiots.” This is the subsidy for 
the marginal producer, quite a small 
practically unimportant item. 

The other case is that of the “‘war 
cost subsidies.” It is paid for higher 
freight rates, when tankers are taken 
away and when import prices rise while 
the domestic prices are frozen. In Can- 
ada these subsidies are only granted to 
concerns which do not make a normal 
profit; they get the difference. We, how- 
ever, are more magnanimous. We pay 
an industry which makes about a billion 
dollars profit a year about three to four 
hundred million dollars in freight and 
similar subsidies. I would not advocate 


this system, especially since now almost 
half of these deliveries go to the armed 
forces so that, at best, Mr. Morgenthau 
subsidizes Mr. Ickes. But if Mr. Morgen- 
thau and Congress like it that way no 
serious obstacle to the war effort may 
result. 

I have more serious doubts, however, 
about the isolated “‘roll back”’ subsidies. 
We were promised that they would work 
wonders. In the Senate debates it was 
said that for every dollar paid for these 
miraculous subsidies, the consumer 
would save $5-$7. We were promised 
that these subsidies, together with dollar 
and cents price ceilings, would quickly 
restore the price level of September 15, 
1942. But, as a matter of fact, our cost 
of living index is not even 1% lower than 
it was when the whole procedure was 
started. 

Nor does it serve any useful purpose 
for the defenders of this type of subsidy 
to refer, again and again, to the English 
subsidies. The British subsidies are, for 
the most part, closely connected with 
central government buying and selling 
of foodstuffs and imports. The main 
saving is effected by this centralized 
buying and distribution, by equalizing 
costs and thereby creating uniform 
prices. The subsidies are not isolated, 
but just accessories. If our situation were 
as serious as England’s, I would strongly 
recommend the same system of central 
purchasing and selling with all its equal- 
izations and with some subsidies, if 
needed. However, the value of isolated 
roll back subsidies, at the processor 
level, is rather doubtful. 


New TRENDS IN Price Po icy 


Every future price policy as well as 
every war policy depends on the de- 
velopment of the war. If the war be- 
comes more difficult we shall be unable 
to relax controls. If, however, the war 
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develops in the way indicated by the 
semi-official schedules which put the 
peak of our war effort in the spring of 
next year and then see it recede, if those 
experts who even predict unemployment 
at the end of next year are correct, then 
a change in price policy should be made 
systematically, to conform with the 
facts already in operation. 

We are told that the manpower re- 
quirements will decrease next year even 
if Japan has not yet raised the white 
flag of surrender. With the sea lanes 
wide open, with neutral countries able 
to work for us without interference, with 
manpower increasing, I anticipate fuller 
markets with the consequence that per- 
haps price control in its toughest form 
will no longer be necessary. 

Therefore, if no unexpected drawback 
should change our war schedule I think 
that we should legalize the practical 
status in the overwhelming number of 
businesses, namely: maximum prices for 
some hundred really important lines of 
commodities. These maximum prices 


should be made uniform from the first 
producer to the last retailer. For the 
remainder, perhaps even including mili- 
tary deliveries, the fair price principle 
should be applied and, to help this fair 


price principle, margins for the various 
commodity lines should be established. 
These margins, however, should be dol- 
lar and cents margins, and not per- 
centage margins. 

Whether it is necessary to maintain 
price control over luxury articles is per- 
haps not a question of vital importance. 
England has not applied price-fixing at 
all to luxury articles, but the English 
pay high luxury taxes up to 80% and 
even 100% of the purchasing value. 
They leave it up to the purchaser 
whether he will pay these heavy taxes 
to the nation’s till and have diamonds 
or furs, or whether he prefers to buy 
war bonds. 

I believe that when we cover the really 
vital part of the nation’s cost of living 
by well-drafted maximum prices and 
another part by a limit prohibiting the 
seller from making excessive profits 
without stopping him from going over 
to better or cheaper qualities, this may 
be the best transition toa period of peace. 
At that time the buyer will not need pro- 
tection against high prices but the 
highest possible purchasing power and 
the will to purchase will be needed to 
provide employment for American citi- 
zens. 
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PRICE CONTROL IN IMMEDIATE 
POSTWAR ECONOMY 


CHARLES F. PHILLIPS 
Office of Price Administration 


Epiror’s Note: Professor Phillips is on leave of ab- 
sence from Colgate University. He is Director of the 
Automotive Supply Rationing Division of the Office of 
Price Administration. This article makes no pretense at 
reflecting the attitude of the OPA. 


HE IMMEDIATE postwar period—the 

first year or two after the war—may 
be characterized as a period possessing 
substantial potential inflationary possi- 
bilities. These possibilities lie in (1) a 
huge pent-up desire to buy, accompanied 
by (2) ample funds out of which the 
purchases might be made and (3) a 
scarcity of the desired goods. 


Pent-up DEsIRES To Buy 


Every month the war lasts, between 
100,000 and 200,000 automobiles go off 
the road. Washing machines, vacuum 
cleaners, electric stoves and many other 
“hard” items have practically disap- 
peared from the markets. Even now hun- 
dreds of “‘soft”’ good items are difficult or 
impossible to get—including nylon hose, 
silk dresses, rubber foundation garments 
and comparable popular items—and the 
number will become greater as the war 
period lengthens. As the consumer in- 
ventory of such goods is depleted and re- 
placements are not forthcoming, a huge 
backlog of consumer desire to purchase is 
created. 

Pent-up desires for goods will not be 
confined to those who have remained in 
the civilian population. As demobiliza- 
tion takes place, ex-soldiers will find that 
they want new suits, shirts, shoes and 
automobiles, to say nothing of the items 
which will be wanted by thousands of 
ex-WACs, ex-SPARS, ex-WAVES and 
so on. 

Some studies have been made in an ef- 


fort to indicate the extent of pent-up 
wants on the part of consumers. The 
Chamber of Commerce of the United 
States, for example, asked hundreds of 
people throughout the country: “If the 
war ended tomorrow, what is the thing 
you would most like to buy?” To list but 
a few of the results, the study indicated 
that within six months following the war, 
consumers would like to purchase 2.3 
billion dollars worth of automobiles, 710 
million dollars worth of home furnishings 
and floor coverings, and 860 million dol- 
lars worth of household appliances. In 
total, the study showed 16 billion dollars 
of pent-up consumers’ wants.’ Without 
claiming any high degree of validity for 
the results of such a survey, it seems safe 
enough to conclude that unfulfilled 
wants even for things to which the con- 
sumer has become more or less accus- 
tomed will reach a high point by the end 
of the war. 


FuNpDS FOR PURCHASES 


At least during the first few months 
after war’s end, funds will be in the 
hands of individuals who, as we have 
just seen, will have the desire to buy. 
Estimates of individual savings (includ- 
ing unincorporated businesses) made by 
the Department of Commerce show a 
rise from 7.5 billions of dollars in 1940, 
to 13.6 in 1941, to 26.9 in 1942, and to 36 
billions in 1943.? “If the war lasts through 
1944 the total savings for the 3 years 

1 W. J. Moll, “Survey of Consumer Buying Intent,” 
THE JOURNAL OF MARKETING, VIII, 1, July, 1943, 
r is Morris Livingston, “Wartime Savings and Post- 


war Markets,” Survey of Current Business, September 
1943, P- 13. 
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1942-1944 will be substantially larger 
than the total income of individuals in 
the best prewar year.” 

Two points should be emphasized con- 
cerning these savings. First, they are be- 
ing held in highly liquid form. For exam- 
ple, ‘‘in the 3 years ending December 31, 
1943, individual holdings of currency, 
bank deposits and Government bonds will 
have increased roughly 60 billion dol- 
lars.”’* Consequently, these funds can be 
quickly put forth for the desired goods. 
From the point of view of future sig- 
nificance, Sumner Slichter points out 
that “next to the spectacular increase in 
production, this rapid piling up of liquid 
assets is the most noteworthy economic 
development of the time.’”® 

Second, a large part of these liquid 
holdings—probably between 35 and 45 
billion dollars—will be controlled by con- 
sumers with incomes of less than $10,000 
per year.® Many of these individuals were 
in relatively low pay groups in the pre- 
war period. But during the war they 
joined thousands of others in going to 
ship yards, airplane factories, and muni- 
tion plants. In their new jobs they vastly 
increased their incomes, but at the same 
time opportunities to spend these in- 
comes for the goods they wanted—and 
for which, for the first time, they had 
funds to make purchases—began to dis- 
appear. In the postwar market they will 
be willing buyers. Said another way, a 
large number of our wartime savers are 
not habitual savers but are “‘saving only 
with the anticipation of early conversion 
of their holdings into cash to restock 
their depleted personal inventories of 
consumer goods.’” 


8 Tbid., p. 14. 

4 [bid., p. 15. 

5 Cf. his “Present Savings and Postwar Markets,” 
Harvard Business Review, XXII, 1, Autumn Number, 
Part Two, 1943, p. I. 

6 Livingston, op. cit., p. 15. 

7H, Spero and S. A. Leavitt, “Inflation as a Post- 


So far we have been talking mainly 
about funds which will be in the hands 
of civilians at war’s end. While these are 
the most important funds, we should not 
forget that some plan for dismissal pay 
will be applied to our demobilized mili- 
tary forces. The Veterans of Foreign 
Wars have already drawn a program call- 
ing for six months’ extra pay for each 
demobilized soldier.* In view of the size 
of our military forces, which according to 
the War Manpower Commission may 
include as many as 11.3 million persons 
by mid-1944,° any such payment must 
also be considered as an important con- 
tribution to postwar total purchasing 
power. 

One final point concerning funds for 
purchases in the immediate postwar pe- 
riod. In addition to buying from funds 
already in the consumer’s possession, the 
consumer should have no difficulty in 
borrowing. During the war, consumer 
debts have been decreased substantially. 
Immediately after the war the consumer 
loan agencies will exert every eftort to 
encourage borrowing on the consumer’s 
part. No small amount of purchasing 
power will reach the consumer from this 
source. 

We conclude, therefore, that war’s end 
will find the American public both in a 
buying mood and with ample funds to 
make large purchases. While a part of 
these funds may be absorbed by the 
higher price level which we will have at 
the war’s end, the bulk of them must be 
absorbed by goods which can be pur- 
chased by the holders of the funds or in 
some other way if postwar inflation is to 
be avoided. This brings us to the ques- 
tion of the availability of goods in the 
immediate postwar period. 





war Problem,” Yournal of Political Economy, LI, 4, 
August 1943, p. 357. 

8 Time, October 11, 1943, p. 18. 

® Sumner Slichter, op. cit., p. 8. 
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AVAILABILITY OF Goops 


When we look at the supply side of the 
immediate postwar era, we are left won- 
dering what these funds will be spent for 
in the first few months of peace. Cer- 
tainly the reconversion to peace-time 
production—i.e., to the production of 
the goods desired by those with reserves 
of purchasing power—cannot be made 
over night. 

In part, the speed of reconversion will 
depend on the length of the war. If the 
war, at least in Europe, should end within 
the next six to nine months, it would find 
us still converting plants to war goods 
rather than to peace goods. In other 
words, we are still living, in part, on in- 
ventories and can continue to do so for 
some considerable period. But this situa- 
tion is gradually changing. Automobiles, 
washing machines and stoves—to men- 
tion but a few items—are wearing out 
and, if the war lasts long enough, we shall 
have to convert some plants back to the 
production of such goods. 

Now the significance of the foregoing 
is this. The end of the war in the near fu- 
ture would find us quite unprepared to 
produce the goods called for by pent-up 
desires and purchasing power. On the 
other hand, if the war lasts several years 
we will gradually begin to convert to 
some peacetime production. While the 
quality of these wartime-produced con- 
sumers’ goods might be low as compared 
with peacetime standards and while we 
would not be in a position to produce 
these goods in quantity at the immediate 
coming of peace, the transition period to 
full-blown production would be shorter. 
But in either case, war’s end will find us 
faced with a period in which pent-up de- 
mand will face a limited supply. 


REACTION TO WARTIME CONTROLS 


It is perhaps not going too far to say 
with Mr. E. D. Kennedy that “‘the com- 


ing of peace will also produce what might 
be called an inflationary state of mind. 
There will unquestionably be a hot time 
in the town that night. And the very es- 
sence of a hot time is the spending of 
money.’’® This psychological factor, al- 
ways important at war’s end, will be 
even more important after World War II 
than it was in 1918—because of the 
greater amount of direct regulation 
which this war has made necessary. 
Nothing in the last war struck so di- 
rectly at the habits of our people as gaso- 
line rationing, for example, has struck in 
this war. Nor was the country subject to 
such detailed controls as have been ex- 
ercised through the War Manpower 
Commission, the Office of Price Admin- 
istration, and the War Production Board. 
With the war won, we may expect a 
violent reaction to such controls, with 
the resulting danger that some of them 
may be lifted at the time when they are 
most needed. 

Especially does the danger of reaction 
to regulation apply to price control. It is 
perfectly evident that while many give 
full support to price control, all too many 
of us support it with lip service only. Too 
many of us are still in the stage of saying 
we favor price control, but not the com- 
plicated type of price control which we 
have. Frequently we overlook the fact 
that direct price control must always be 
somewhat complicated because prices 
themselves are complicated. Moreover, 
had full use been made of such indirect 
price control measures as taxation and 
forced savings, direct price control might 
have been confined to a narrower field 
and, as a result, been much less compli- 
cated. But, as then Price Administrator 
Leon Henderson put it in his letter trans- 
mitting his Second Report to Congress, 
“the Office (of Price Administration) 


10°F, D. Kennedy, “Postwar Inflation,” The New 
Republic, September 28, 1942, p. 377+ 
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was left to hold the line alone.” So the 
price agency, largely deserted by agen- 
cies responsible for the indirect controls, 
had to decide between entirely giving up 
the fight against inflation, or going ahead 
on its own and place ceilings on prac- 
tically everything. While it was self evi- 
dent that this later program was bound 
to be complicated and unpopular with 
many citizens, the price agency decided 
that this was the course to take. From 
the point of view of preventing inflation 
the decision was a wise one, since during 
the twelve months ending August 15, 
1943, the Bureau of Labor Statistics 
Index of the Cost of Goods Purchased by 
Wage Earners and Lower-salaried Work- 
ers for Large Cities increased less than 5 
per cent." But in terms of public support 
the decision may not have been so sound, 
since direct price control of so many 
items has been complicated and has be- 
come unpopular with many people. 
While restraints imposed by patriotism 
will minimize reaction against the con- 
tinuation of price control during the war, 
war’s end will see these restraints re- 
moved. At that time, our almost uni- 
versal desire to get free of government 
control may take us too rapidly in that 
direction. 

We may say then that only if the gov- 
ernment handles its postwar “public rela- 
tions” far more skillfully than it has its 
wartime relations, will it be able to dem- 
onstrate to the public not only the need 
for, but also its ability to handle success- 
fully, price control in the immediate 
postwar period. The facts stated above, 
however, would lead us to conclude that 
unless such controls are continued, we 
may have a substantial general price 
level increase in the immediate postwar 
period, even if we avoid it during the 
war. 


11 United States Department of Labor release LS-42- 
2465. 


In passing, we should note that price 
control faces almost an immediate test as 
to its continuation, since the present 
price control law expires next July. In his 
recent letter of resignation as Price Ad- 
ministrator, Prentiss Brown referred to 
this fact and then added his recommen- 
dation, as follows: “The greatest danger 
(of inflation) is in the postwar period. 
There must be controls after June of 
1944. I would advise a year’s renewal 
with subsequent consideration by the 
Congress as to further renewals.’ 
How Congress will deal with postwar 
price control may be much clearer to us 
after we have seen how it deals with the 
renewal of the present price control act. 


INFLATION PoTENTIALS AND MARKETING 
SIGNIFICANCE 


Now let us inquire as to how much the 
price level might increase in the postwar 
period. While all of us would like a spe- 
cific answer to that question, it is impos- 
sible to give one, other than to say that 
practically amy increase is _ possible. 
Based upon a detailed analysis of the 
liquid assets which we are now building 
up, Professor Slichter concludes that by 
the end of 1944 our “hot” assets (i.e., 
those which people might spend quickly 
following war’s end, such as cash and 
demand deposits) will be sufficient so 
that a 16 per cent rise might be expected 
in the first postwar year.” But, as he 
points out, the rise might be much 
greater than this since such a price level 
increase might cause the conversion of 
some ‘“‘warm’’ liquid assets (i.e., assets 
less likely to be spent than “hot’’ assets, 
such as, time deposits, reduction in 
short-term indebtedness, and half of all 
war savings bonds) into goods. 


la Congressional Record—Appendix, 
1943, A4814. 
12 Sumner Slichter, of. cit., p. 61. 
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Moreover, any such analysis as that of 
Professor Slichter’s finds it difficult to 
take into account the psychology of the 
people. If the people are in a buying 
mood, as seems likely, so that money is 
circulated at a fairly high velocity, the 
liquid assets which will be available at 
the end of 1944 might result in a price 
level increase far in excess of 16 per cent. 
For proof of this statement, all we need 
do is note that “hot” and “‘warm”’ sav- 
ings in 1919 were smaller relative to in- 
comes and to consumption than they will 
be at the end of 1944. While historical 
precedents are not always sound, it is 
worth recalling that the most important 
period of inflation in World War I fol- 
lowed, rather than preceded, the armi- 
stice. ‘“.. . throughout 1919 and the first 
half of 1920 prices continued their steady 
rise. It was during the postwar boom 
that the farmer’s wheat went to the pre- 
viously unheard-of price of $3 a bushel. 
It was during this peacetime period that 
the ‘high cost of living’ became a topic 
for every tongue.” 

Of what significance is the foregoing 
analysis to marketing men? The answer 
is obvious. Although a rising price level 
usually makes it easier for those engaged 
in marketing to operate at a profit, at the 
present time taxes on business are such 
that the bulk of all increased profits ac- 
crue to the government rather than to 
stockholders. For example, the Harvard 
analysis of department stores for 1942 as 
compared with 1941 shows that, because 
of price increases, sales increased 12.4 per 
cent.!4 However, while profits before 
taxes increased to the highest point on 
record, profits after taxes were at the 
1941 level. Moreover, even if profits had 
increased as a result of higher prices, this 


3 FE. D. Kennedy, op. cit., p. 376. 

4 Malcolm P. McNair “Wartime Inflation and De- 
partment Stores,” Harvard Business Review, XXII, 1, 
Autumn Number, Part I, pp. 41-42. 


would be far more than offset by the dis- 
advantages which accompany the period 
of falling prices which will follow. Such a 
period means falling sales, a rising ex- 
pense ratio, inventory depreciation and, 
in many cases, operating losses. On 
grounds of self interest alone, marketing 
men should be united in an effort to stop 
inflation both during the war and in the 
immediate postwar period.” 

What specific price controls will we 
need in the first months of peace to 
minimize the potential price level in- 
crease? Basically we shall need the same 
controls we have used and are still in 
process of developing during the war pe- 
riod, although, as mentioned above, it is 
to be hoped that more emphasis will be 
put on indirect price controls. But even 
if we have an appropriate taxation pol- 
icy, we shall still need direct price con- 
trol for a large number of goods. More- 
over, for certain important goods which 
are in particularly short supply, we shall 
need the continuation of rationing, in 
part, as a price control device. 


PoTENTIAL DEFLATIONARY PERIOD 


It is likely that there would be fairly 
wide agreement among economists as to 
the likelihood of the period of potential 
inflation which we have just described, 
although there would be less agreement 
as to the measures to be taken to combat 
it. But there is far less agreement as to 
how long the period will last. 

There is one small group of economists 
who would even deny that there will bea 


% The same statement may be made as regards the 
marketing man’s interest in rationing. “Just as the early 
introduction of rationing is of advantage to manage- 
ment, the same result will flow from the continuation 
of rationing following the war until stocks of rationed 
goods again reach the point at which they can meet the 
unrationed demand. Otherwise, business will be faced 
again with all the problems which result from a shortage 
situation.” Charles F. Phillips, “Impact of Shortages 
on Marketing,” Harvard Business Review, XXI, 4 
Spring Number, 1943, p. 442. 
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potential deflationary period for several 
years following the war. This group 
would not admit that: “We are faced 
with a temporary boom financed in con- 
siderable part by wartime savings and 
followed by a recession as soon as these 
reserves have been used.’”® Rather they 
would say that: “The major significance 
of these reserves (of wartime savings) lies 
in their probable influence on the deci- 
sions of both consumers and producers. 
They will tend to make the average con- 
sumer willing to spend more and save less 
out of his postwar income than he would 
if these reserves had not been accumu- 
lated. When he recognizes the potentiali- 
ties of this reservoir of purchasing power 
the average producer will be more ready 
to expand employment and production 
in order to supply this market. The re- 
sulting wages and other income payments 
to consumers will provide the buying 
power to take a larger volume of con- 
sumers’ goods off the market without us- 
ing up the reserves in the period immedi- 
ately after the war. Thus, while the in- 
dividual consumer and producer think of 
wartime saving as a spendable reserve of 
buying power, the net effect of their 
combined actions may well be to increase 
both production and current income and 
leave the reserve largely intact.’”!” 

Mr. Herbert Lehman, former Gover- 
nor of New York and now assisting the 
President on foreign relief, is also of the 
belief that there will be no immediate 
postwar collapse of agricultural prices 
such as took place at the end of World 
War I. Whereas, during the last war 
“much of Europe’s best farm country 
was neutral” and continued to produce, 
in this war “Occupied Europe already 
has lost one-third of its horses, one-fourth 
of its cattle, almost half of its hogs, one- 


16 Livingston, op. cit., p. 16. 
 [bid., p. 13. 


third of its sheep.’* Consequently, he 
expects a tremendous demand for ten or 
fifteen years which “will insure against 
any such collapse of prices as followed 
World War I.” 

In brief, this group believes that the 
influence of war-built reserves and of 
wartime destruction will last a long time, 
and that during this time no deflationary 
period will be experienced. At the same 
time, it should be made perfectly clear 
that this group does not believe that a 
potential deflationary period can be 
avoided indefinitely. 

Probably the majority of economists 
believe that the potential deflationary 
period will not be delayed too long fol- 
lowing war’s end. While they would 
agree with Gerhard Colm that the dan- 
gers of such a deflationary period are 
minimized by the success of wartime and 
immediate postwar price and taxation 
policies,!® they believe that deflation will 
soon rear its ugly head. 

Regardless of which group proves cor- 
rect—and the difference is merely one of 
timing—both agree that a potential de- 
flationary period is ahead. While a dis- 
cussion of this period lies outside the 
scope of this paper, I cannot refrain from 
remarking that this is the period about 
which we need to worry. Experience of 
the past two years seems to indicate that 
we have the knowledge and ability, if we 
will but use them, to prevent a serious 
postwar inflation. But, in view of our 
experience in the early thirties, one can- 
not be so sure that we yet know how to 
deal with a period of deflation. 


SUMMARY 


1. The period immediately following 


18 “Asriculture’s Postwar Job,” Reader’s Digest, 
September, 1943, p. 75. 
19 “Washington Fiscal Policy: Its War and Postwar 


Aims,” Fortune, October 1941, p, 122 ff, 
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the war will be one in which great pres- 
sure will be put on the price level. There 
will be a backlog of consumer desire to 
purchase accompanied by ample funds 
to make purchases but a scarcity of goods 
on the market. 

2. This pressure on the price level will 
become strong at a time when the public 
will be reacting against wartime controls, 
especially price control. 

3. If the reaction is strong enough to 
sweep away price controls in this period, 
we may expect a rapid rise in the price 


level, but it is impossible to predict the 
extent of the increase. 

4. However, if we make full use of the 
direct and indirect price controls which 
we have at our disposal, this immediate 
postwar inflation can be avoided. 

5. As production of peacetime goods 
increases in the postwar period the dan- 
ger of inflation will shift to the danger of 
deflation. Judging from our past experi- 
ence we may have less favorable results 
in dealing with deflation than in dealing 
with inflation. 











LONG RUN POSTWAR ASPECTS OF 
PRICE CONTROL 


E. T. GRETHER 
University of California 


NLIKE the authors of the two preced- 
U ing articles, I am not allowed the 
security of discussing what is at present, 
or what may rather clearly be or should 
be in the immediate postwar period. In- 
stead I must engage in prognosis under 
most unfavorable conditions. We know 
now that we shall win the war but we do 
not know when, or under what condi- 
tions—especially whether the climax will 
be abrupt or delayed through a gradual 
tapering off from general activity to lim- 
ited engagements. We do not know now 
just what will be the specific nature of 
our immediate postwar problems—al- 
though we are able to label most of them 
so far as their kind is concerned. Now it 
is hazardous, perhaps foolish, to discuss 
long run problems and consequences 
when the immediate state of affairs is 
still so dynamic and the intermediate 
period can at best be characterized only 
in the most general terms, if at all. Yet, 
we must look ahead, for what we shall do 
during the critical transitional period 
should be based not only upon the im- 
mediate contingencies but upon our ex- 
pectations and desires in the years to 
follow. 

As of today one can say reasonable 
things concerning our uncertain future 
only by employing the time-honored de- 
vice of social science of making certain 
assumptions. For the purposes of this 
brief preview I shall assume that (1) 
within a few years at the most after the 
war, the federal government will have 
relinquished its wartime economic con- 
trols, and (2) the transition from the war 
time regimented economy will have been 
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made without introducing radical new 
economic and social institutions and 
devices. 


RETURN TO PREWAR PRICE PATTERN 


It would follow from these two as- 
sumptions that the postwar economy at 
least for an interval would be recogniza- 
bly similar to that prior to the war. 
Therefore, it should be possible to say a 
few sensible things about this re-estab- 
lished normal interval and the long run 
trends that might work themselves out 
of it; since one may assume that many, 
perhaps most, of the prewar tendencies 
will again assert themselves, at least 
temporarily. 

Thus, so far as the specific problem of 
this paper is concerned, since war time 
government price controls with their di- 
verse objectives of checking inflation, 
assisting in the wartime transfer of re- 
sources, and the like, will have disap- 
peared, there would remain only those 
government price controls characteristic 
of the prewar period, as in the public 
utility field. For most of our markets, 
price regulation would be through the 
involuntary, impersonal pressures of cus- 
tom and competition and the voluntary 
adjustments and procedures of individual 
firms and organized groups. 

It seems reasonable to assume that 
during this interlude, price policies and 
price relations would be substantially 
similar to the prewar pattern, and that 
the dominant prewar issues and tenden- 
cies would again show themselves. It 
follows, too, that the price regimen will 
be a mixed one as it was prior to the war 
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with numerous conflicting factors and 
tendencies. Scattered throughout the in- 
dustrial and marketing system there will 
be at the same time free, effective, vigor- 
ous, cut-throat, ruinous, restrained, mo- 
nopolistic, limited, and imperfect com- 
petitive manifestations—to mention only 
a few of the better known descriptive 
categories. The point is that market be- 
havior will follow no single pattern but 
will in actuality range all the way from 
that so vigorous as to be ruinous to all 
competitors and so restrained as to be 
even more restrictive than theoretical 
monopoly control, with numerous modal 
points as well as a heterogeneous scat- 
tering in between. 

Now all of this is common place and 
platitudinous, but because it is so, easily 
disregarded. For instance, some of the 
prophets of the brave new world to 
come, seem to feel that competition in 
our markets will be only free, effective 
and vigorous—American type competi- 
tion—once the federal government leaves 
the driver’s seat. Others, see on/y monop- 
oly and restrictionism, or at the best 
“limited competition,” and hence look 
forward hopefully to the collectivist 
society. Marketing practictioners and 
teachers, of course, know that both 
points of view are badly out of focus. 
They know, too, that there is some basis 
for both attitudes, but that the larger 
portion of marketing activity must be 
appraised in terms of its particular char- 
acteristics rather than explained by ref- 
erence to broad hypothetical and anti- 
thetical categories. Thus we are thrown 
back into a task of analysis in order to 
discover important general tendencies 
and relations, if any. A small number of 
such seem clear. 


RESALE Price MAINTENANCE 


For one thing, many sectors of our 
postwar price structure will be fitted 


into systematic price relations under the 
aegis of producers of branded goods who 
will be afforded incentive as well as guid- 
ance by organized distributors, especial- 
ly retailers. Except for three remaining 
oases in state law, resale price mainte- 
nance is now established in law and in 
practice and may be expected to increase 
in significance particularly because the 
existing legal rights are so powerful. 

It was amazing that after the tre- 
mendous opposition over the years to re- 
sale price control in our markets, we 
finally granted larger rights under the 
so-called non-signer’s clause than were 
effective in Great Britain for instance, 
under the broad combinations prevalent 
in industry and the trades. The prohibi- 
tion of horizontal combination in the 
American statutes chiefly tends to in- 
crease enforcement costs by contrast 
with group action; it in no way balances 
the rights given over non-contracting 
third parties by contrast with the British 
system. 

Thus, a considerable, but not the 
larger, proportion of prices in our mar- 
keting channels will be regulated entirely 
or in part by the producers and owners of 
branded goods. Instead of free pricing 
and local adaptation at each stage, there 
will be regulation stemming from the 
manufacturing and processing stages of 
the marketing channel for a portion of 
goods produced. One should not overlook 
that this is a form of price regulation but 
in private instead of governmental 


hands. 


GEOGRAPHICAL AND CUSTOMER 
Price DIscRIMINATION 


In addition to the vertical price rela- 
tions established by manufacturers there 
will undoubtedly also be systematic geo- 
graphical price structures established by 
manufacturers instead of quoting prices 
merely F.O.B. the seller’s mill. Uniform 
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and zone delivered and basing point de- 
livered price policies time and again, 
seem to be derived from basic marketing 
needs and adjustments under modern in- 
dustrial conditions. In this instance, of 
course, there is the current uncertainty 
created by the Federal Trade Commis- 
sion’s action in the cement industry bas- 
ing point case in relation to the earlier 
attempts to ban or regulate delivered 
price structures. It seems likely, however, 
regardless of the ultimate nature of legal 
rights, that a pattern of geographical 
price relations similar to that preceding 
the war will again be effective. 

One of the paradoxes of our regulative 
procedures is that a manufacturer may 
lawfully follow his goods throughout the 
United States and fix their resale prices 
once they have left his ownership but is 
under suspicion if he fixes his own de- 
livered price at each of the same points. 
Contrariwise he is also suspected if he 
varies prices between localities; in fact, 
may be subject to action under the anti- 
locality discrimination statutes of the 
states. It would seem that if delivered 
price quotations on the part of manufac- 
turers on some systematic basis are un- 
lawful, then by the same token, resale 
price fixing also should come under the 
legal ban again. The latter seems un- 
likely, however, since the state Fair 
Trade Laws and the Miller-Tydings 
Amendment have been reviewed favora- 
bly by State Supreme Courts aiid the 
United States Supreme Court. 

It seems clear too, that there will be 
broad general circumscriptions placed 
upon individual pricing in our markets 
under federal and state law. The regula- 
tion of price discrimination among the 
customers of a given seller who are in 
competition is now becoming well 
grounded in experience and precedent 
under the Robinson-Patman Act. Price 
policies under the anti-discrimination 


legislation are brought under a form ot 
surveillance which ranges far beyond the 
anti-monopoly regulation from which it 
sprung. To this point we know that the 
consequences of this oversight have not 
been revolutionary or even drastic but 
there are as yet great unutilized potenti- 
alities in the Robinson-Patman statute. 


STaTE PricE REGULATION: MARKET 


FLoor Laws 


Of equal, possibly greater significance, 
are the limitations upon price policy un- 
der the laws of our states either in broad, 
general antidiscrimination statutes or 
through specific prohibitions of price cut- 
ting. So far as discrimination between 
buyers who are similarly situated, com- 
petitively, is concerned, the Robinson- 
Patman Act establishes the pattern of 
national regulation. More than half of 
the states, however, beginning early in 
this century, have enacted some form of 
prohibition against price discrimination 
between localities in selling, and occa- 
sionally also in buying. These proscrip- 
tions stemmed from the anti-monopoly 
movement and are still for the most part 
couched in this language. That is, local- 
ity price variation is discriminatory and 
unlawful typically only when with mo- 
nopolistic intent and effect. In recent 
years, however, under broader statutes 
and codes there has been a tendency in 
both state and federal regulation to 
move from this limited anti-monopoly 
objective to a wider regulative coverage. 
The nature of this movement and its po- 
tentialities can best be seen in connection 
with the group of state laws intended to 
inhibit price cutting in general terms 
which supplemented the Fair Trade 
Laws in many states. 

Resale price control under the Fair 
Trade Laws and Miller-Tydings Amend- 
ment is confined to trade marked goods 
and within this field is seriously limited 
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by the willingness of producers to fix and 
police prices. Consequently the larger 
portion of products are not subject to 
this private form of systematic vertical 
price regulation. It was not surprising 
that other legislation appeared immedi- 
ately following the original Fair Trade 
Laws and the collapse of the NRA in- 
tended to offer general price protection, 
particularly for the food trades. 

Prior to Pearl Harbor, the so-called 
market floor laws! were following closely 
in the wake of the Fair Trade tide; ex- 
cept for the war it is likely that most 
states would have enacted such legisla- 
tion by now. As it is, twenty-nine states 
already have such laws. There can be lit- 
tle doubt that there will be a pronounced 
revival of interest in this type of regula- 
tion shortly after the war ends. It seems 
clear now, too, that the postwar devel- 
opment will be in the direction of the 
fixed percentage mark-up type of regula- 
tion instead of the original prohibition of 
sales below merchandise cost plus cer- 
tain operating costs as in the California 
type of law which was the initial statute. 
Twenty-two states now establish specific 
price floors ranging from zero, that is, 
merely merchandise cost (North Da- 
kota and South Carolina) to twelve per 
cent above merchandise cost (Arizona) 
with six per cent the most common fig- 
ure for retail markets and two per cent 
for wholesale. 

These statutes raise a host of general 
and specific legal and regulative issues 
which cannot be discussed here. There 
has been much court activity over some 
of these matters and one can safely pre- 
dict that more is to come. A number of 
important problems under these acts 
have received little or no testing in the 
higher courts as yet. For the purposes of 


1 Various other cognomens are employed as loss 
limitation, anti-loss leader, unfair practices, and unfair 
sales laws. 


this paper the important considerations 
are (1) the strong likelihood that this 
type of pricing limitation will become 
increasingly important in the postwar 
period and (2) the portent of this and 
similar price regulation. 


REGULATION OF THE PLANE OF 
CoMPETITION 


The market floor laws to an even 
greater extent than the Fair Trade and 
price discrimination statutes indicate the 
direction of our statutory, regulative 
drift. We have wrenched loose from the 
anti-monopoly and restraint of trade 
moorings, and have moved down the 
common law channel of unfair competi- 
tion into the broad and relatively un- 
charted sea of the qualitative regulation 
of unfair price competition. Of the twen- 
ty-nine market floor laws only eight are 
clearly in the original anti-monopoly 
category (that is, prohibiting price cut- 
ting as a monopoly tactic for the destruc- 
tion of competition) ; the others pro- 
scribe price cutting that merely “‘in- 
jures”’ a competitor, or “unfairly diverts 
trade,” and so on. 

Thus in price regulation as in market- 
ing regulation in general, we have come 
increasingly in recent years to consider it 
the proper role of government to estab- 
lish the plane (character) of competition 
instead of merely aiming to implement 
(facilitate) it or, when need be, preserve 
it in the face of its arch enemy, combina- 
tion, restraint of trade and monopoly. 
No doubt we can all agree that in general 
it is mature, sophisticated, and proper to 
make qualitative distinctions in the reg- 
ulation of competitive behavior. I have 
pointed out elsewhere that “‘it is a hope- 
ful sign that the concept of ‘competition’ 
is leaving the shibboleth stage.’’? But we 
should be exceedingly careful in the ap- 


2 “Marketing Legislation,” Annals of the American 


Academy, May 19409, p. 174. 
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plication of the broader, if more realistic 
conceptions to the field of price regula- 
tion for we are touching the quintessence 
of market behavior. The line of develop- 
ment which we were following prior to 
the war brings with it great hazards so 
far as price competition is concerned be- 
cause distinctions were becoming too 
vague and flexible and regulation was be- 
ing based to some extent upon simple, 
evident but misconstrued short run 
cause and effect without proper reference 
to long run factors. 

To be more specific, judging from 
prewar conditions, the trend of price 
regulation that will reassert itself once 
we have steadied down after the war will 
represent a combination of private and 
public regulation which will tend either 
to restrain active price cutting in our 
markets in a direct manner or, at the 
least, time and again place the burden of 
proof upon it. These direct and overhang- 
ing indirect influences, added to the nor- 
mal individual, group and oligopolistic 
restraints, could accumulate in such a 
manner as to devitalize competition in 
its most significant aspect, namely, price. 

In making this statement I am neither 
unaware of the importance of non-price 
competition nor of the logical and prac- 
tical difficulties of making sharp distinc- 
tions between these two interlinked as- 
pects of competition. But after all, in 
spite of sound distinctions as well as 
sophistry and legerdemain, price is the 
element in a buying and selling situation 
that normally can be most nearly objec- 
tified. 

Price REGULATION AND DEPRESSION 


The great misfortune of the broader, 
and at times more realistic criteria that 
we have come to employ in appraising 
market behavior, is their ready abuse, 
especially under conditions of short run 
emergency. It is a reasonable forecast 


that if large scale unemployment and 
depression should appear in the postwar 
period then demands for broadening the 
restraints upon aggressive pricing would 
bear heavily upon legislatures, courts 
and administrative tribunals, as during 
the Great Depression which gave im- 
petus to most of the prevalent non-war 
restrictions on price cutting. 

We shall be fortunate indeed, if an ir- 
reparable breach is not made in the nor- 
mal price safe guards in our markets in 
spite of the Sherman Act and the Madi- 
son Oil decision,’ which seemingly erected 
strong barriers against all group restric- 
tions upon individual pricing by holding 
price fixing agreements illegal per se. If 
this happens, a strong case in theory 
could be made for the revival of direct 
governmental price fixing even in peace- 
time. There seems little likelihood, how- 
ever, that government would or could 
employ this tactic under such conditions. 
The more likely outcome is that as the 
accumulation of restrictionist price ten- 
dencies further aggravated unemploy- 
ment and depression, government would 
either with alacrity or under great popu- 
lar pressure step into the breach and as- 
sume a larger creative responsibility for 
the maintenance of adequate employ- 
ment. This is not to say that government 
can avoid a residual amount of such re- 
sponsibility in any event or that the in- 
hibition of aggressive competitive price 
behavior is the only factor tending to de- 
crease employment possibilities or even 
that there may at times be compensating 
influences when price competition is 
weakened. The size however of the gov- 
ernmental obligation to provide employ- 
ment might well assume much larger 
proportions if our price system loses its 
virility. 

Now all of this I admit sounds most 
gloomy. Perhaps, legislatures, courts and 

3 U.S. v Socony Oil Company et al, May 6, 1940. 
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administrative agencies will be able to 
restrict price circumscriptions rather 
narrowly to those that clearly are mo- 
nopolistic, predatory and “‘sinister’’* in 
nature. Perhaps, new industries, new 
markets and new demands will energize 
our postwar industrial system far beyond 
expectations. Perhaps, but most un- 
likely, vigorous and sound action by the 
Department of Justice may be able to 
checkmate monopolistic price restraints. 
Or, perhaps, it may not be such a gloomy 
prospect in case restrictionism runs ram- 
pant if, as a consequence, government 
enlarges our national capital and human 
assets through large scale creative public 
works and service programs, in order to 
create employment. In this event, the 
problem of price control in unfair com- 
petition will have only peripheral sig- 
nificance in contrast with the policies of 
government as it assumes responsibility 
for general prosperity. Perhaps so, but if 
we wish to preserve the inherent values 
of free, private enterprise we cannot af- 
ford to rationalize a Drift—we must at- 
tempt to guide it. 


SUMMARY 


To recapitulate in case words have ob- 


4 Commonwealth v. Zasloff, 13A. 2nd (Pa.) 70 (1940). 


scured meanings! I have assumed that 
government wartime price control will be 
dropped some time after the war ceases. I 
have assumed, too, that there will be an 
interval during which our industrial and 
marketing system will be recognizably 
similar to that of the prewar period. Un- 
der these conditions it seemed reasonable 
to assume that the interest in price con- 
trol would shift from wartime govern- 
ment controls in order to hold prices 
down to a combination of private and 
governmental control to restrain aggres- 
sive price cutting. This interest will be 
derived from normal trading forces and 
will be nurtured and find expression 
through the prewar expansion of price 
regulation intended to protect com- 
petitors from injurious, or in general, 
unfair price competition. 

Under favorable conditions this gen- 
eral tendency should not in itself have 
serious untoward consequences so far as 
the general effectiveness of competition 
is concerned. But, under unfavorable 
conditions, especially if there should be 
serious unemployment, additional crude 
and short-sighted circumscriptions upon 
price competition might appear. This 
whole tendency is an evidence of indus- 
trial maturity. It remains to be seen if we 
shall have also the wisdom of maturity. 











DISCUSSION 


ORIN E. BURLEY 
The Ohio State University 


EVALUATION OF PricE ConTROL 
Durinc THE War 

R. HIRSCH’S paper was both a calm 
D evaluation of a dynamic current 
program and a reassuring promise for our 
future welfare. One may almost say that 
Dr. Hirsch has not been with us long 
enough to learn that the average Ameri- 
can, particularly the statistician and 
economist, enjoys few things as well as 
predicting his own doom. Perhaps this is 
true because the operative experience of 
such people has been so limited that they 
can never comprehend the expansive, 
flexible force so dominantly character- 
istic of American business and agricul- 
ture. 

The few possible errors in Dr. Hirsch’s 
paper are almost trivial when compared 
to the constructive analysis his paper 
presents. In passing, however, a few sins 
of commission and omission may be men- 
tioned. First, his second stage of Ameri- 
can price control, “The almost-overall 
price ceiling” as embodied in the General 
Maximum Price Regulation, did not re- 
place the Emergency Price Control Act 
but actually received its legal status un- 
der that Act. 

Second, when Dr. Hirsch employs the 
Federal Reserve Board index of produc- 
tion to show that while production “‘rose 
from 100 in 1939 to 240 in 1943” the 
‘labor force employed in the manufac- 
turing industries did not rise by more 
than 70% and, in our whole economy, by 
not more than 30%” he did not empha- 
size that “dollar values” are the basis of 
the index, and that materials, not pay- 
ments to labor, are the great contribu- 
tors to the value of war production. 

Third, in Dr. Hirsch’s otherwise excel- 
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lent discussion of subsidies he does not, 
in this discusser’s opinion, emphasize the 
relationship between subsidies of the 
roll-back type and wages. The success of 
such subsidies need not necessarily be 
measured in price reductions but in the 
fact that prices did not rise appreciably 
and that labor had, therefore, no tangi- 
ble claim to higher wages. Likewise, his 
illustration of the payment of subsidies 
to meat packers is somewhat erroneous. 
Actually, the meat packers do not bene- 
fit from the subsidy payments because 
the amount they receive is intended to 
balance exactly the reductions made by 
OPA in the packer’s wholesale price. In- 
deed, the packer is injured by the sub- 
sidy because of the additional clerical 
work required and the time which must 
elapse before he receives payment. Al- 
though Dr. Hirsch’s point that a further 
injurious result of the subsidy is to dis- 
courage the marketing of livestock, sta- 
tistics of marketing indicate that this 
cannot be true over a period of time. It 
appears to the “discusser” that the real 
error in the meat subsidy was not in its 
payment but in the fact that its pay- 
ment to packers did not correct their 
“squeezed” margins—it actually per- 
petuated them. 

The constructive analysis contained in 
Dr. Hirsch’s paper, aside from his excel- 
lent description and classification of price 
control stages, is notable for a number of 
reasons: 


1. He clearly recognizes that American 
price control based on an economy of 
relative abundance cannot be patterned 
after a European experience based on 
scarcity. 

2. He, more definitely than most commen- 
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tators, gives credit for the success of 
price control to the American business 
man and to the consuming public. To 
the former, because of his voluntary 
recognition of the merits of a relatively 
stable price system and the involun- 
tary necessity to conform to regulation 
because of size; to the latter, because 
consumers have not rushed to the mar- 
ket place with their “hot”? money. He 
agrees with Kenneth Galbraith that it 
is easy to “administrate the adminis- 
trators,”’ a statement which my associ- 
ation with large-scale business during 
some 16 months of field experience with 
OPA would definitely bear out. 

3. Dr. Hirsch forcefully sets forth the in- 
flationary dangers of marginal price 
control because of the tendency to up- 
grade lines and because margins are 
established at higher than average 
levels. Since Dr. Hirsch sees this point 
so clearly it is somewhat surprising 
that he remains unruffled about the 
large quantity of “hot” money now 
held off the market by American con- 
sumers. 

4. Perhaps the most notable of his con- 
tributions is his emphasis upon our 
production status and his belief that 
our actual position may be improved in 
this regard still further before the end 
of the war. 


While Dr. Hirsch “damns by faint 
praise” he is not overly critical of the 
specific functioning of OPA, except to 
say that no other nation could have af- 
forded the luxury of our mistakes. One of 
these mistakes, he feels, is that too many 
commodity fields were covered by price 
regulations. Among the areas better left 
untouched are certain luxury clothing 
items and perhaps perishable foods as 
well as unimportant commodity fields. 
The test of their exclusion from price 
control would seem to be not only their 
relative unimportance to the cost of liv- 
ing, but the administrative feasibility of 
control or enforcement, as well as the 


inherent characteristics of some of these 
commodity fields to create their own cor- 
rective pricing forces. In the luxury 
clothing field this would have eliminated 
some of the problems of quality de- 
terioration and up-grading of lines, per- 
haps to become more of an evil as margin 
controls are expanded, while in the 
perishable foods field the operators could 
not have said about OPA’s generous 
mark-up margins “Where has OPA been 
all our life?’ If such omission of fields 
from price control were made, however, 
it would be necessary to expect a high 
degree of government inter-agency co- 
operation in order that manpower and 
materials be not unduly channeled to 
less essential industries and uses. 

Dr. Hirsch chronicles the statistical 
history of OPA as it relates to the cost of 
living and states that the picture is good, 
not only as compared with our experi- 
ence in the last war but as compared 
with the experience of other countries 
during this war. He recognizes that cer- 
tain criticisms have been directed at the 
Bureau of Labor Statistics index but 
would apparently agree with the com- 
mittee from the American Statistical 
Association that its method of computa- 
tion is generally accurate. He recognizes, 
of course, that although the Bureau re- 
ports food prices actually paid, its index 
cannot accurately measure quality de- 
terioration and the effect of black mar- 
keting of the truly bootleg variety. He 
would also admit that much of the 
criticism of labor is the result of the con- 
fusion between the terms “‘cost of living” 
and “standard of living.” That is, the 
basic reason why laboring people must 
pay more to live is, in part, explained by 
the fact that with increased income they 
have raised their living standards. And 
Dr. Hirsch would apparently agree that, 
apart from its rather surprising success 
in administering prices, the OPA has 
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been the agency that has focused busi- 
ness and public attention on the dangers 
of price rises and has brought home to 
the public the fact that modern war 
deeply affects civilian life. 


Price CONTROL IN THE IMMEDIATE 
Postwar Economy 


Dr. Phillips nicely summarizes the 
causes which may lead to inflation after 
the war by his discussion of (1) the huge 
pent-up desire to buy; (2) the existence 
of ample funds; and (3) the scarcity of 
desired goods. Nor does he omit the in- 
flationary state of mind of people whose 
customary wants have been repressed. 
Indeed, he feels, as does Dr. Hirsch, that 
the greater extent of regulations in 
World War II will lead to a still greater 
psychological reaction after World War 
II than after World War I. If this psy- 
chological reaction is to be prevented, it 
will be definitely necessary that the gov- 
ernment have better public relations 
than during the War itself—a somewhat 
doubtful possibility. 

Dr. Phillips very carefully says that 
we will weed to retain a price control pro- 
gram in the immediate aftermath of the 
War in approximately its present status. 
In other words, he feels that direct price 
control must continue to bear the brunt 
of the anti-inflation fight. He just as 
carefully refrains, however, from saying 
that we will have the direct price con- 
trols we have at present. Neither does he 
discuss the psychological and legal dif- 
ficulties faced in an effort at continuance 
of such an unpopular program, at least 
unpopular to important articulate ele- 
ments in our society, in a time of peace. 
If an effort were made to continue exist- 
ing price controls it might be that such 
regulations would indeed become “‘pa- 
per” regulations and entirely ineffective, 
much as our present unrealistic corn 
regulation has been thus far in connec- 


tion with ordinary farm sales. 

Dr. Phillips presents a good summary 
of studies and opinions on the extent of 
pent-up desires for goods. And, although 
his analysis of goods and services which 
will be in greatest demand is exhaustive, 
he can at least look forward to verifying 
his figures from the current nationwide 
consumer survey being conducted for the 
Office of Civilian Requirements by the 
United States Bureau of the Census. 
Perhaps, too, this study will also help to 
answer the problem raised by Dr. Hirsch 
that the end of the war will not likely 
find us short of inventories but only of 
some lines. 

An interesting part of Dr. Phillips’ pa- 
per deals with his apparently greater 
fears of deflation rather than of inflation 
—a belief shared in by Dr. Hirsch. He 
feels that we know enough to keep infla- 
tion from becoming too serious a prob- 
lem but he is doubtful if our past experi- 
ence promises much in the way of con- 
trolling deflationary forces. He has little 
faith in the argument which he presents 
that production will be its own creator 
of purchasing power and that, conse- 
quently, it will be unnecessary to dig 
deeply into the savings of people for 
current consumption. If the same sur- 
prising result of non-use of the money 
that constitutes the “real” inflationary 
gap continues after the War, as it cer- 
tainly exists during the War, our savings 
may become a more or less permanent 
backlog of purchasing power acting much 
as does the concept of an ever-normal 
granary in agricultural production. 

It is somewhat surprising that Dr. 
Phillips does not discuss the question of 
the necessity for maintained high levels 
of production after the War and the 
problems that we will face if production, 
and employment, do not continuously 
stay at high levels. Nor does he discuss 
the necessity for higher prices if produc- 
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tion is not maintained. Yet it seems cor- 
rect to say, in general terms, that pro- 
duction must be maintained at levels at 
least one-third higher than in pre-war 
periods if the burden of the public debt 
be not too irksome. The only apparent 
alternative to higher production is a 
higher price level, planned by govern- 
ment, and I think we will all agree that 
the use of this alternative would lead to 
serious consequences. 

The uncertainty which surrounds our 
postwar planning is well illustrated by 
the dissolution of the National Resources 
Planning Board, the one agency study- 
ing the postwar period from a compre- 
hensive view, and the President’s recent 
appeal to business leaders to prepare a 
postwar program. A more promising re- 
cent development has been the appoint- 
ment of Mr. Bernard Baruch to handle 
the problems of reconversion and transi- 
tion in the immediate postwar period. It 
is entirely possible, though, that the first 
few weeks of peace again will find Wash- 
ington officials trying to formulate poli- 
cies and programs, as at the end of the 
last war, and with the expectation that 
governmental controls will at least last 
for the period of reconversion. If the dis- 
mantling of war controls progresses as 
rapidly as after the last war, however, 1 it 
will take but a few months for all price- 
fixing regulations, with but a few basic 
commodity exceptions, to be terminated. 
And not the least of our concern in this 
connection is that war-time regulatory 
agencies have been staffed with adminis- 
trators who will be anxious to get back to 
their businesses or jobs, and only second- 
arilyinterested in maintaining thecontrols 
which they felt so necessary during war. 


Price ConTrRoL As A Lonc-Run 
MEASURE 


Dean Grether’s paper is 


safely 
launched on two assumptions: 


1. that within a few years we will have 
relinquished present controls, and 

2. that the transition will have been 
made without radical economic and so- 
cial changes. 

He believes, too, that certain govern- 
ment price controls will be continued, as 
in the public utility field or in an essen- 
tia! industry that is in distress. In the 
main, however, prices will be the result 
of competitive forces and “‘tradition- 
alized”’ pricing policies of the imperfect 
competitive type. Among the latter are 
the price rigidities involved in the sale of 
branded goods; our apparently legally- 
accepted Fair Trade laws; the Robinson- 
Patman and other anti-discriminatory 
pricing acts; our market floor laws; and 
certain systematic geographical price 
structures taking the form of uniform 
and zone delivered and basing point 
prices.! He also clearly recognizes that 
the latter type of pricing methods are in 
a more vulnerable legal status than are 
the Fair Trade laws, for instance. 
Throughout the paper there is a feeling 
that direct price control will give way to 
indirect controls, with the directive force 
of business formulating the specific 
methods to be used. Although many of 
us may question the accuracy of this 
position, particularly as it relates to the 
docility of government, it appears possi- 
ble of achievement except in special in- 
stances. 

Two important exceptions that im- 
mediately come to mind are the sale or 
operation of government-owned produc- 
tion facilities and the disposal of govern- 
ment surpluses. It is very possible that 


1 Perhaps it is well to remember that just as the de- 
mise of the N.R.A. did not mean that all business 
actions established therein were thrown overboard, so 
it will be with the price regulations issued by OPA, 
One of the most likely events is that private industry, 
such as independent food retailers, may ask the con- 
tinuance of margin pricing regulations, particularly if 
price competition becomes too virile. 
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the sale of government production facili- 
ties to private owners will be accompa- 
nied with special provisions to insure 
“fair” price and marketing policies, as 
well as some measure to assure produc- 
tion. It may also be that the government 
will sell or lease plant facilities to private 
management in order to stimulate com- 
petition. Furthermore, is it too much to 
anticipate that the government will 
make some effort, partly economic and 
partly political, toward the maintenance 
of present plants in western and southern 
states on the grounds of decentralization 
of industry, regional self-sufficiency or 
better agricultural-industrial balance? 

It is also easy to see that the disposal 
of government surpluses may necessitate 
direct government interest in price struc- 
tures. Although we do not now know the 
extent of such holdings, or the plans for 
their disposition, they will constitute a 
not inconsiderable sum. Their disposal 
will also be accompanied by a conflict of 
interest among consumers, producers 
and distributors. For instance, if supplies 
are held off the market, consumers will 
protest; if surpluses are dumped, pro- 
ducers will protest; if fed slowly on the 
market, distributors will protest. 

Dean Grether’s paper, like Dr. Phil- 
lips’, does not go into the question of 
debt or levels of production as pre-deter- 
miners of government price policy. Nor 
does it discuss the necessity of govern- 
ment to enter the price field, either for 
political or economic reasons, in order to 
assure some measure of equality between 
producing groups or the necessity of gov- 
ernment to act if the price level gets too 
far out of balance with the debt struc- 
ture. There is no mention of the Treasury 
Department or the Federal Reserve 
Board in connection with their responsi- 
bility in the price picture; no mention of 
international pricing problems on basic 


commodities, which generally must be 
guided by government; and no discus- 
sion of the fiscal policy of government as 
related to, and affected by, price levels. 

We should remember that after this 
War, as was true after World War I, the 
price level problem will take its place be- 
side labor as the two foremost problems 
of government and business during de- 
mobilization and conversion to peace- 
time production. Just as at that time, we 
will be likely to divide again into oppos- 
ing groups, some desiring the mainte- 
nance of the price level as existing at the 
end of the war, while others will strongly 
urge a return to lower price levels as a 
stimulant to production and employ- 
ment. It is likely that we will hold that 
wages must not be cut, that the average 
independent producer must not be driven 
out of business, and that raw material 
prices, particularly of agricultural origin, 
must be maintained. 

And, with all of the controversial, even 
contradictory, positions stated above, it 
seems astounding that we have permit- 
ted ourselves to drift along on the edge of 
a planned program without it taking on 
the real ‘‘blood and bones” character of 
reality. Although we are not approaching 
the end of the war with policies com- 
pletely unsettled or unformulated, we do 
apparently lack a single comprehensive 
planning agency which holds both the 
confidence of business and government. 
Perhaps out of the work of the many, 
and sometimes diverse, agencies that 
have interested themselves in postwar 
planning, a uniform and consistent pro- 
gram will emerge. If we can agree, how- 
ever, with Dr. Hirsch, that production 
of civilian goods will continue to hold up 
during the War and expand rapidly after 
the War, the lack of a comprehensive 
government program may not be as all- 
important as it now seems. 
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WAR AND POSTWAR ADJUSTMENTS IN 
MARKETING APPLIANCES 


J. J. NANCE 
Zenith Radio Corporation 


Epiror’s Note: The five papers which follow were 
read at a session on “Channels of Distribution—Sym- 
posium on Trends in Wholesaling and Retailing.” Chair- 
man of the session was C. T. Heusin Kveld, Armour and 
Company and President, Chicago Chapter AMA. 

T THE beginning of the war period, 
A the migration to Washington for 
war orders had hardly begun before ar- 
ticles began to appear in the trade papers 
that the old channels of distribution for 
appliances and radios were gone and 
gone for good. Some sales managers, alert 
to the possibilities of publicity, began to 
issue statements to that effect. In my 
opinion, such statements were very un- 
fortunate since they added postwar fears 
to the worries facing the distributor and 
dealer struggling with the problem of get- 
ting new lines and making operating 
changes in their businesses so as to stay 
in business during the war. Other sales 
managers, sensing the negative reaction 
created in the trade by the above type of 
statement, rushed into print with “state- 
ments of policy” that they were for the 
distributors and that there would be no 
change in the postwar period. 

I believe both of these extreme state- 
ments are wrong. While I cannot predict 
with any degree of accuracy just what 
our changes of the future will be, I do 
believe that the orderly processes of evo- 
lution are the only methods by which 
Americans can continue the social and 
economic progress which began more 
than a century and a half ago. 


READJUSTMENT OF APPLIANCE 
DisTRIBUTORS 
What has been happening to the chan- 
nels of distribution during the war pe- 


riod? In dealing with this subject I shall 
confine myself to the appliance and radio 
field where I can speak with first-hand 
information. 

When Government orders were issued 
in the Spring of 1942 to stop all civilian 
production, the opinion was pretty uni- 
versally held that most distributors or 
wholesalers and probably the majority of 
dealers could last the year out on accum- 
ulated merchandise stocks and large 
profits acquired as the result of high 
prices and big volume prevalent up to 
that time. It was felt that during 1943 
most of them would go out of business. 

Time has proven no guess was ever 
further wrong. 

May I cite a few figures about our own 
organization to prove the point. From all 
I can learn from my associates in the 
consumer goods industry our experience 
has been typical. 

At the time we quit making civilian 
goods and converted completely to war 
work, we had seventy-six distributors. 
We felt that if we could salvage half of 
them for the postwar resumption of 
business, we would be fortunate. The 
ultimate result, of course, will depend on 
when that resumption takes place, but to 
date only one distributor has quit busi- 
ness. And that case was a matter of 
choice rather than of necessity. 

The outlook for survival of the group 
is excellent. The outlook on the war pic- 
ture is, of course, encouraging. But my 
optimism for their survival is based on 
something more fundamental than the 
factor of time. It is based on an out- 
standing demonstration of good old 
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American ingenuity. These distributors 
are not only winning their battle for sur- 
vival—they are making money doing it. 
A remarkable achievement! 

These men, who represent a good cross- 
section of independent American busi- 
ness men, did not fold up. Instead, they 
went out and got lines of non-critical 
items. They are selling almost every- 
thing. They also, of course, built up their 
service business, which had previously 
been looked upon as a nuisance but was 
now made profitable. 

But may I raise this question for your 
consideration, and I do so with no at- 
tempt to detract from the accomplish- 
ment of the individuals involved. Could 
it be that the survival of these distribu- 
tors should be attributed in a large meas- 
ure at least, to the channels of distribu- 
tion they represent being so deeply 
grooved that they held in spite of the 
upsetting disturbances of war condi- 
tions? Personally, I am inclined to think 
so. At least it is something to think about 
when considering possible postwar trends 
in distribution. 


RETURN TO TRADITIONAL CHANNELS 
oF DISTRIBUTION 


For a year and a half after Pearl Har- 
bor, speculation ran riot on postwar dis- 
tribution methods. The capitulation of 
Italy, however, seemed to stop all that. 
This military event, rightly or wrongly, 
seemed to cause a great upsurge in post- 
war thinking and to stimulate great activ- 
ity in distribution circles. In the first few 
weeks following this event, we received 
more than 160 applications for postwar 
distributorships. This great rush by pri- 
vate capital for distributorships is inter- 
esting in that previously the distributor 
had widely been condemned as not fit- 
ting into the channels of distribution to 
be established for the postwar period. 

Even more interesting has been the 


wild rush on the part of manufacturers to 
again become active in the field of dis- 
tribution. Many manufacturers with- 
drew their representtaives from the field 
at the cessation of the manufacturer of 
civilian goods. Many of them let go of 
their road men. Some even disbanded 
their sales departments. Since the Italian 
campaign, however, they have been hir- 
ing back and revitalizing their sales or- 
ganizations. 

What conclusion should be drawn from 
this spontaneous outburst of activity 
and obvious lack of hesitation on the 
part of the majority of manufacturers? 
Apparently, in their rush to get set for 
the possible return to civilian business, 
they have largely discounted much of the 
talk about revolutionary changes in the 
channels of distribution. 


PossiBILITy oF NEw CHANNELS 
oF DISTRIBUTION 


We must not overlook, of course, that 
in many industries the war has seen pro- 
duction capacity greatly increased. As a 
result, there is much talk about new 
companies entering different fields of 
civilian goods. 

These stories have stimulated much 
thinking on the part of retailers, espe- 
cially large operators, about buying di- 
rect from manufacturers. Such thinking 
has its merits. For manufacturers new in 
any given field and consequently with 
little or no consumer acceptance, such a 
method of distribution offers quick vol- 
ume and a wedge into the job of building 
customer acceptance. To gain these ad- 
vantages, such manusacturers can afford 
to sacrifice widespread distribution. Their 
thinking will probably be predicated on 
delaying the task of building national 
distribution. Another factor to be added 
to this side of the picture is the assump- 
tion that the return to peacetime activ- 
ity will see a new crop of retailers. 
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CONCLUSIONS 


We have seen the two major factors 
that may influence postwar channels of 
distribution in the appliance field. 

On one hand, a great upsurge of effort 
on the part of many newcomers to estab- 
lish themselves and who, in doing so, can 
be expected to disregard established 
channels of distribution. 

On the other hand, there has been no 
evidence as yet of established manufac- 
turers abandoning their present distribu- 


tion channels. 

It is my humble judgment that the de- 
cision will not be reached quickly. The 
tremendous backlog of accumulated 
consumer demand with which most in- 
dustries will return to the marketing of 
civilian goods, augmented by buying de- 
sires created by new product develop- 
ments, will be sufficiently large to sup- 
port the present methods of distribution 
and at the same time permit of such ex- 
perimentation. 








THE ELECTRICAL DISTRIBUTOR: 
WAR AND POSTWAR 


HERBERT METZ 
Graybar Electric Company, Inc. 


OR THE purposes of this paper I will 
Feecnsider “distribution” to mean the 
wholesale or distributing function which 
is being efficiently, effectively and eco- 
nomically performed today by hundreds 
of organizations in all phases of industry. 
Inasmuch as my thirty years in business 
have been devoted to the distribution of 
electrical equipment I must, therefore, 
narrow my talk to cover the distribution 
of electrical supplies and appliances. 
Basically, however, our business doesn’t 
differ materially from that of other dis- 
tributors. As a matter of fact, I think it 
can be said that it typifies better than 
any other our American system of dis- 
tribution just as the electrical industry 
by and large represents a cross-section of 
all American industry. 

It is interesting in this connection to 
note that there is no electrical section of 
the War Production Board. There is a 
steel section, a copper section, and so on. 
The reason there is no electrical section 
is that in the electrical industry there are 
represented over fifty other industries 
from steel to lumber. It is further inter- 
esting, and much to the point, to note 
that in the electrical industry the whole- 
saler is the generally accepted channel 
through which equipment and merchan- 
dise flow from manufacturer to user. In- 
asmuch as the electrical industry in gen- 
eral, and the electrical distributor in 
particular are so representative he can 
be properly used as an example of “‘dis- 
tribution,” as I intend to use him. 


“Tue Hicu Cost or 
DISTRIBUTION” 
I have before me a copy of a recent is- 
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sue of the Postwar Digest, in which there 
appears a very interesting paragraph un- 
der the following heading— “Changing 
Distribution Picture.” Let me quote 
from this paragraph—“World of Tomor- 
row will dawn on a new American dis- 
tributing system for consumer goodswith 
every effort being made by manufactur- 
ers to reduce drastically the high cost of 
selling, now sometimes as much as 60% 
of consumer’s dollar.” 

To one who has been in the business of 
distribution for any period of years this 
has a familiar ring, and starts him buck- 
ling on his armor for most distributors 
know that with the hue and cry to “re- 
duce drastically the high cost of selling”’ 
everybody starts pointing a menacing 
finger toward the distributor, better 
known as “The Middle-Man.” For he is 
the villain in the piece—“The Whipping 
Boy of Business.” 

As long as I have been in business | 
have heard of the problem of the Middle- 
Man. Men who were old when I joined 
this Company thirty years ago told me 
during my educational process that dur- 
ing all of their lives in business the prob- 
lem of distribution was always the prob- 
lem of the Middle-Man, and I assume 
their Fathers and Grandfathers before 
them went through the same thing. I 
imagine, too, that my children and theirs 
will have a similar experience. 


Some Basic Facts 


If we examine this problem of distribu- 
tion or wholesaling, there are a few basic 
and simple facts that we should consider. 

1. In the economic scheme of things 
we, of necessity, have a manufacturer 
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who makes and a customer who buys 
merchandise. That merchandise must be 
taken from the man who makes to the 
man who buys. No matter what you do, 
what you call it, how you do it or how 
you call it that step must be taken care 
of. That’s the function that we distribu- 
tors perform. You can put it down in the 
Book that whether we as independent 
entities do it, or whether the manufac- 
turer does it himself, that step must be in 
the picture. In so far as consumer goods 
are concerned, the cost of those goods to 
the public could be reduced if the public 
did not want and demand so much serv- 
ice. A quart of milk, for instance, would 
cost Mrs. Jones very much less than she 
now pays for it if she had a cow in her 
garage. This is a perfect example of man- 
facturer direct to the consumer. Mrs. 
Jones does not want to have a cow in her 
garage. She wants to get up in the morn- 
ing and find milk in a nice shiny glass 
quart bottle, sterilized and pasteurized 
with a fancy petticoat tied around its 
top with a sign swearing that it was 
bottled yesterday. That sort of thing 
costs money and epitomizes what the 
public wants. Unless I misjudge the 
American public, that is what it is going 
to continue to want, and get. 

2. I mentioned before “‘you can put it 
down in the Book that whether we as in- 
dependent entities do it, or whether the 
manufacturer does it himself, the distri- 
bution step must be in the picture.” Our 
present form of wholesale distribution 
has survived because it is economically 
sound and for no other reason. When the 
time comes when merchandise can be 
taken more economically from maker to 
user than we now do it, we must change 
our system. 

3. A system of distributors or whole- 
salers is absolutely necessary to provide 
a channel through which a manufacturer 
producing a new product outside his field 


can get that product quickly and cheaply 
to its market. For instance, assume that 
a chemical company develops an electri- 
cal gadget as a by-product. That product 
being electrical, must be directed toa 
market which is neither contacted by nor 
familiar to the chemical manufacturer. 
Today, by virtue of a well organized sys- 
tem of distribution made up of electrical 
wholesalers, this manufacturer can have 
this product in the hands of those for 
whom it was designed in a matter of 
days. What would the chemical manufac- 
turer do if there was no such system of 
distribution? 

4. One of the very practical proofs 
that the distributor is performing a nec- 
essary function is found in the fact that 
he is so very healthy and his life expect- 
ancy so high. 

The McGraw-Hill Company publishes 
an annual directory in which are listed 
all of the accredited electrical whole- 
salers in America. Taking 1931 as a base, 
I find that there were 984 electrical 
wholesalers listed as doing business in 
this country at that time. In 1943, 
twelve years later, 588 of these same 
electrical wholesalers, or 60%, were still 
in business. I have also had checked the 
membership roll of the National Elec- 
trical Wholesalers Association. Accord- 
ing to their records, of the 358 companies 
who were members in 1931, 322 or 90% 
are still active both in business and the 
Association. A very interesting and sig- 
nificant record. In passing, let me point 
out that according to figures I have re- 
ceived from McGraw-Hill, 88% of all 
business concerns pass out every five 
years. The record of electrical wholesal- 
ing indicates that on average only 25% 
passed out in twelve years. It is interest- 
ing, too, to note also that while there 
were 984 electrical wholesalers listed in 
1931, there were 1,386 listed in 1942. 

In this connection, I also want to point 
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out that in 1931, there were electrical 
wholesalers in 264 American cities. In 
1942 there were electrical wholesalers in 
457 cities. The interesting thing here is 
that the electrical wholesaling industry is 
not only not static but that it is very ac- 
tive and alert in following the growth of 
the industry and of America, making it 
possible for the manufacturer to have 
outlets in all strategic marketing centers 
as those centers develop. 


Tue Distrisutors’ WARTIME 
FUNCTIONS 


To give you a direct picture of the 
wholesaler in times of stress like these, I 
should like to use the Graybar Company 
as an example. The reason for this is, of 
course, that I am so close to the Graybar 
picture and further that after all we are 
typical of thousands of other distributors 
not only in the electrical but in the 
plumbing, hardware, steel and other in- 
dustries. 

In order to have definite records, or 
what is popularly known as Case His- 
tories of our present function, we re- 
cently made studies of our business at 
each one of our eighty-five distributing 
houses, following orders from their in- 
ception to their completion. We took 171 
out of thousands of examples and printed 
them in a leaflet which has been made 
part of a folder which we have prepared 
entitled “Streamlined for War.” I would 
like to cite one or two examples which 
will give you a very direct and, I hope, 
interesting picture of what a wholesaler 
does in time of war. 

At an important Cartridge Manufac- 
turing Plant, all cartridge loading ma- 
chines had been equipped with safety 
devices except in one important spot. 
This required a solenoid device but ob- 
viously one which was explosion proof 
and none were on the market. This prob- 
lem required, first, creative engineering 


ability and second, the ability to get sev- 
eral manufacturers to make parts of the 
whole. Graybar-St. Louis did that job 
and on March first, this device became 
available for every Ordnance Plant in 
the United States. It will save time and 
very possibly, save the lives of many 
skilled workers. 

The Ozark Telephone Company was 
asked to complete in forty days one mile 
of underground telephone cable, a com- 
plete outside telephone distributing 
plant, plus switchboard and central of- 
fice telephone equipment including bat- 
teries and all accessory equipment. This 
rush job was for an Army airfield in the 
South. Ordinarily it would have taken 
three or four months to assemble the 
needed material, not counting installa- 
tion time. Answering the emergency, 
Graybar-St. Louis had most of the ma- 
terial on the site within ten days and 
kept the rest coming so that no time was 
lost in installation. The job was done on 
time. 

We, like other wholesalers, act as a 
contact for the manufacturers with the 
users of their material who are our cus- 
tomers. We have hundreds of salesmen 
across the country who are today acting 
as contact men with thousands of indus- 
trial customers. We can do a contact job 
of this kind that the average manufac- 
turer could ill-afford even if he had the 
available manpower, because our sales- 
men are not handling one product or 
representing one manufacturer, rather 
they are selling 60,000 electrical prod- 
ucts manufactured by some 200 to 300 
manufacturers. So, these salesmen of 
ours today call on these users of electrical 
equipment across the country, be they 
large or be they small, thus maintaining 
the identity of the manufacturer by tak- 
ing to these customers the manufactur- 
er’s story of his product. What is even 
more important, these salesmen bring 
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back to the manufacturer the customer’s 
story and keep him posted on field condi- 
tions, giving him valuable suggestions 
regarding his product and his market. 

Then, too, we wholesalers are perform- 
ing a function which by and large we 
have never had to perform before. It is a 
very important function in so far as the 
manufacturer is concerned. We have to- 
day a new problem. It is called “‘alloca- 
tion.” There is not enough merchandise 
to go around, and so the consumers and 
dealers across the country must be told 
that instead of the 100 units they are de- 
manding we can let them have only three. 
Imagine the problem the average manu- 
facturer of consumers goods would have 
if it were necessary for him directly to 
allocate his merchandise to thousands of 
big and little dealers across the country. 
Imagine the correspondence he would 
have, but beyond that imagine the tre- 
mendous amount of ill will that would be 
heaped upon his shoulders. Today he has 
a very simple problem. He tells his 
wholesaler how much merchandise he 
may have, and from that point on allo- 
cation is the wholesaler’s function. 

Then there is the problem of transpor- 
tation and deliveries. This problem is be- 
coming more serious each day. It is not 
hard to understand what a very impor- 
tant function the wholesaler performs in 
this direction. The manufacturer makes 
one shipment to the wholesaler who 
breaks up that shipment into smaller 
units for local distribution. Imagine the 
problem that would be faced today by 
the transportation companies, the manu- 
facturers and their customers if all mer- 
chandise were flowing both in small and 
large quantities directly from the manu- 
facturer to the consumer. 

Business today is also faced with the 
sales contact problem, the credit prob- 
lem, the service problem and the man- 
power problem, each of which is impor- 


tant, each of which becomes daily more 
complicated, and each of which is being 
efficiently and effectively handled by the 
wholesaler for the manufacturer in a way 
that could not be done were the manu- 
facturer to do it directly. 

Then, may I add that all these func- 
tions are performed on a margin of profit 
so low that we are convinced that the 
cost cannot be matched by any other ex- 
isting distributing system. As I have al- 
ready indicated, economics dictates this 
cost, and economics in the future as in 
the past, will determine whether or not 
the wholesaling function shall be a con- 
tinuing one. 

We have some incontrovertible evi- 
dence from typical war plants over the 
country regarding the value that they 
place on the services of the wholesalers 
who supply them. Recently a question- 
naire was sent by an independent re- 
search organization to 529 typical war 
plants located in 25 different cities across 
the country. These plants are producing 
machine tools, airplanes, engines, ships, 
explosives, and so on. Some are large, 
some are medium, some are small. The 
questionnaire asked three questions. It 
is interesting and quite significant I think 
that 165 busy wartime executives took 
the time and made the effort to fill in the 
answers to these three questions and 
sent them in. This is about 30% return 
which is extremely high. The questions 
and answers follow: 


Question No. 1.—Is it an advantage to 
have a wholesaler in your local territory? 


The answers were all in the affirmative. 
Question No. 2—Does it simplify your 
purchasing to draw from one single source 
many products? 

158 said “yes.” 

I said “‘no 
6 did not answer this question. 


Question No. 3.—Do you feel that in the 
long run your saving in time and effort 
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offsets the nominal fee charged by the 
wholesaler? 
151 said “yes.” 
7 said “‘no 


7 did not answer. 


It surely can not be happenstance that 
practically every one of these executives, 
who ranged from President to Engineer, 
went on record to the effect that the 
wholesaler renders a very important 
service to them. I am confident that the 
results of this questionnaire are typical 
of those that would be received were all 
industry canvassed. 


THE FutTure 


I want to assure you that wholesalers 
are looking ahead. We in Graybar are ac- 
tively studying ways and means of meet- 
ing postwar problems. The National 
Electrical Wholesalers Association has a 
Postwar Planning Committee through 
which individual companies and the as- 
sociation are trying to look ahead and 
plan for the future. We are studying 
markets. We are trying to find remedies 
for old evils which are in our industry as 
they are in all industries. We are study- 
ing ways more intelligently to select and 
train our employees. We are looking for 
new things to sell—new markets to de- 
velop. We are getting ready for new in- 
dustries as well as new devices. We are 
studying methods and checking and re- 
checking the physical layout of our of- 
fices and our warehouses. We are keeping 
records of our employees in the Services, 
in order to be as sure as we humanly can 
that our boys and girls when they come 
back are placed quickly and effectively. 
We are trying to cooperate with every 
movement that has as its objective the 
development of postwar business and the 
efficient distribution of merchandise. 

Up to now I have very largely referred 
to the wholesaler, using Graybar as an 
example, as a distributor of electrical 


supplies and associated equipment used 
primarily in industry. There is another 
important phase of the electrical whole- 
saling business which covers the distri- 
bution of electrical appliances—washers, 
vacuum cleaners, and the like, which are 
sold by and large through stores op- 
erated by dealers. It is around this appli- 
ance business that most of the arguments 
and discussions regarding distribution in 
the electrical field are now taking place. 
We hear considerable talk today about 
the wild scramble being made by so 
many manufacturers to get into this 
electrical appliance business, and the 
succeeding wilder scramble for distribu- 
tion. We hear prophecies of new and in- 
teresting sales schemes through which 
merchandise will be taken directly to the 
consumer at costs fantastically low. We 
hear a lot about the Super-Duper Service 
Station in the postwar period where you 
will drive in at one end with an empty 
tank and a full pocketbook, and drive out 
the other end with a full tank, an empty 
pocketbook, and with the back seat full 
of gadgets from refrigerators to rat traps. 
I understand that the old type Service 
Station with its friendly pumps and even 
more friendly Jim and Joe are doomed. 
I do not think so! We Americans like size 
and efficiency to be sure—we also like 
personalized service. 

It is strange, or is it, that despite the 
growth of the chain store idea the corner 
drugstore and the neighborhood grocer 
are still going strong. The small specialty 
shop run by Susie Smith still is a flourish- 
ing institution. I mentioned the grocery 
store. I have a friend who is very close to 
the food situation. He tells me that the 
wholesale grocer who was doomed to “‘ex- 
tinction” thirty years ago when the groc- 
ery chains really started to grow is, like 
the electrical distributor, still a very 
virile, active and lively institution. Fol- 
lowing is a quotation from a letter I re- 
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ceived from this gentleman in reply toa 
query I addressed to him— 

“Notwithstanding the vicissitudes en- 
countered by the wholesale grocer during 
the past fifteen years, he seems either to 
have retained or regained his position. 
Those who have gone out of business 
through liquidation or consolidation ap- 
pear to have been replaced in numbers 
and I think also in volume by newcomers 
in the field and by general growth in vol- 
ume. The reasons appear to be, first, that 
the retail grocer, the neighborhood store, 
with its service, is needed and wanted by 
the public and that store, in turn, needs 
the wholesaler; second, that the whole- 
saler renders services to the manufac- 
turer, to the retailer and through him to 
the consumer that must be performed by 
someone, whether it be manufacturer, 
mail order house, chain store, peddler or 
pushcart, and experience has repeatedly 
demonstrated that the wholesaler, serv- 
ing many manufacturers, can do the job 
more cheaply and efficiently than any 
one else. In short, the functions of dis- 
tribution are essential to our economy. If 
the wholesale grocer goes out of business, 
the job he performs must be taken over 
by some one.” 

I am not so fatuous as to think that 
there will be no postwar changes in 
manufacturing, in retailing and in whole- 
saling, but I do believe that whether it be 
electrical equipment, washing machines, 


vacuum cleaners, or tires, that merchan- 
dise must be taken from the man who 
makes to the man who uses or sells. This 
means, in essence, that a distributing 
function must be performed no matter 
under what name you might term it. I 
believe further, that the efficient, alert 
and active distributor or wholesaler will 
continue to be as he is today, the channel 
through which the bulk of that merchan- 
dise will continue to flow, more effective 
in some years than in others but continu- 
ing on, ever striving to be more efficient 
as the years go on. 

In conclusion, let me say that the em- 
ployees of Graybar own their company, 
the largest of its kind in the country. 
These employees for the most part have 
the bulk of their life’s savings in this 
business. Some of them are young and 
some of them are older men and women 
who have grown gray in the service of 
Graybar and the business of distribution. 
Most of them are wise, few of them are 
gamblers. The fact that they have their 
savings in this business and have no idea 
of taking them out is most conclusive 
proof that they have faith in it as an im- 
portant cog in the business machine to- 
day and unlimited faith in its future. 
Their faith is built on the knowledge of 
over seventy-five years of Graybar back- 
ground, and the successful experience of 
thousands of other similar distributing 
organizations. 








THE CHAIN STORE POSTWAR ROLE 


GODFREY M. LEBHAR 
“Chain Store Age” 


OR THE purpose of this paper, I am 

going to use the hypothesis developed 
so effectively by S. Morris Livingston, of 
the Department of Commerce, in his 
“Markets After the War,” and I am go- 
ing to start literally where he finished. 
For on the very last page of his elaborate 
postwar study he points out that as busi- 
ness has already demonstrated its ability 
to produce, “the postwar problem be- 
comes largely one of distribution.” 

Having established in his study the 
fact that our national production may 
very well total 165 billion dollars in the 
first year after the war, Mr. Livingston’s 
able study squarely presents the ques- 
tion: what kind of a distribution set-up 
must we have to take care of a national 
production totalling 165 billion dollars? 
It is my purpose to give you a picture of 
such a set-up as I see it. 

Since we are accepting Mr. Living- 
ston’s estimate of the probable task dis- 
tribution will have to perform in the post- 
war period, let us first summarize his 
findings, recalling that his detailed pic- 
ture of what our national production 
might look like in 1946 was based on the 
following assumptions: 

(1) That the war and the immediate 

postwar reconversion are over by 
1946. 

(2) That 96.5% of those seeking em- 

ployment have productive jobs. 

(3) That prices are the same as in 

1942. 

On these assumptions, Mr. Livingston 
computed that our 1946 production 
would total 165 billion dollars in terms of 
1942 prices. He further estimated that 78 
billion dollars of that production would 
consist of consumers’ goods. That would 
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compare with the 56 billions we sold at 
retail last year and would represent an 
increase of approximately 40%. 

If 78 billions is an accurate estimate of 
the volume our retail stores will have to 
distribute in the first year of the postwar 
period, the first question to answer is 
whether our present distribution set-up 
would be equal to the task. 


PRESENT RETAILING ORGANIZATION 


Before we can answer that question, it 
would be useful to know just what our 
present set-up comprises and what its 
maximum capacity may be. 

Unfortunately the only definite figure 
we have on the make-up of our distribu- 
tion system is provided by the Census of 
Retail Trade for 1939. In that year we 
had 1,770,355 stores, which rolled up a 
volume of 42 billion dollars. No doubt in 
1940 and again in 1941 the number of re- 
tail outlets increased slightly in line with 
the prevailing trend before Pearl Har- 
bor, and we have the estimates of the 
Department of Commerce as to the total 
retail volume in those years. In 1940 re- 
tail sales totalled 46 billions and in 1941 
54 billions. 

What happened to our retail set-up 
after Pearl Harbor, however, when war- 
time restrictions on civilian construction 
put an abrupt end to the opening of new 
stores, and the impact of war resulted in 
the closing of thousands of old stores, 
both independent and chain, is a ques- 
tion which cannot be answered accu- 
rately at this time. 

But perhaps for our present purpose 
the actual number of stores we have to- 
day is not so important because we can 
arrive at some idea of their capacity to 
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distribute by their current performance. 
Present indications are that our total 
retail volume this year will not be much 
short of 60 billion dollars. 


Capacity OF RETAILING 
ORGANIZATION 


The question before us then simmers 
down to this: if our present distributive 
set-up can distribute 60 billion dollars’ 
worth of consumers’ goods under 1943 
conditions, would it be equal to the task 
of distributing 78 billion dollars’ worth in 
1946, the volume in the latter case being 
expressed in terms of 1942 prices? 

An increase from 60 billions to 78 bil- 
lions is 30%. For an individual merchant 
to step up his volume 30% over a period 
of three years would be no great achieve- 
ment, and for retailing as a whole to 
achieve a similar gain would be even less 
of a feat. Indeed, between 1933, when 
our total retail volume was only 25 bil- 
lions, and the present year, retailing has 
registered a gain of 140%. On that basis 
we might quickly conclude that our pres- 
ent retail set-up could easily handle the 
additional volume predicated for our 
early postwar years. 

When we take into consideration the 
additional fact that this year’s record 
volume is being attained under the most 
difficult merchandising and operating 
conditions retailing ever faced, the con- 
clusion that 78 billion dollars in 1946 
could be easily handled by our present 
distribution machine would seem to be 
even more obvious. The fact is that the 
present unprecedented volume is being 
obtained despite widespread merchan- 
dise shortages, | despite manpower short- 
ages and the inexperience of such help as 
is available; despite limitations on con- 
sumer purchases due to rationing; despite 
self-imposed restraints on merchandise 
promotions; despite the burden involved 
in complying with a flood of intricate 


price control and other wartime regula- 
tions; despite the loss of customers due 
to the transfer of millions of men and 
women from civilian to military life; de- 
spite drastic curtailment of transporta- 
tion and credit; and despite numerous 
other factors which tend necessarily to 
cut down retail sales seriously. 

It is quite obvious that the removal of 
all these handicaps would send retail 
sales soaring. But whether their removal 
would result in swelling sales from the 
current rate of 60 billions to 78 billions in 
1946 depends somewhat upon another 
factor which, I believe, is more funda- 
mental than the mere physical ability of 
retailing to handle any given volume. 
That factor is the dynamic power of our 
distribution set-up. Would our present 
set-up, with all wartime handicaps re- 
moved, be dynamic enough to play its 
part in developing 78 billion dollars’ 
worth of business in 1946? for I submit it 
will be an important function of distribu- 
tion in the postwar period not merely to 
implement sales but to create them. 


Dynamic DIstTRIBUTION 


We have been talking about the 
“channels” of distribution for so many 
years that I am afraid we have come to 
regard distribution solely as a sluice or 
conduit through which commodities 
flow automatically from producers to 
consumers. I believe that such a concep- 
tion of distribution is too narrow for the 
job to be done in the postwar period. ! 
believe we ought to be thinking of distri- 
bution not only as a channel through 
which goods move into consumption 
after they are produced but as a gigantic 
dynamo whose function it is to generate 
a demand for them even before they are 
produced. I go so far as to say that unless 
our postwar distribution machine is 
geared to help develop a demand for the 
78 billion dollars’ worth of consumers’ 
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goods called for in Mr. Livingston’s hy- 
pothesis, then we will not produce 78 bil- 
lion dollars’ worth of goods in 1946 or any 
other postwar year. 

In other words, manufacturers are not 
going to operate at peak capacity on 
speculation. They will not operate at 
peak capacity without assured outlets 
for a peak output, and those assured out- 
lets must to a large extent reflect advance 
orders. To make such advance orders pos- 
sible, postwar distribution must be a 
dynamo as well as a sluice. 

What does dynamic distribution in- 
volve? 

Dynamic distribution, as I see it, in- 
volves: (1) An adequate number of retail 
outlets strategically located and effec- 
tively designed to attract the maximum 
number of prospective customers and to 
provide for their comfort and conven- 
ience while they are in the stores; (2) the 
skillful assembling of merchandise in 
large enough quantities, assortments, 
styles and price ranges to appeal to peo- 
ple of all tastes and to pocketbooks of all 
sizes; (3) aggressive and effective adver- 
tising directed to the public beyond the 
point of sale not only to whet the appe- 
tite of consumers for the particular mer- 
chandise featured but to tickle the shop- 
ping nerve and attract them to the point 
of sale; (4) effective window and interior 
display to influence those who have ar- 
rived at the point of sale; (5) resourceful 
and imaginative merchandising and pro- 
motion; (6) effective salesmanship, both 
personal and silent; (7) a wide variety of 
services, including credit and delivery 
for those who demand them; and (8) 
keen competition all along the line. 

A distribution machine presenting all 
these features would, in my opinion, be 
powerful enough to ‘develop a demand 
for consumers’ goods that would be lim- 
ited only by the depth of the consumers’ 
purse, and we are told that by the end of 


1944 consumer savings and latent bor- 
rowing power will exceed 130 billions on 
top of an annual national income of 
about the same gigantic proportions! 

How close will our postwar distribu- 
tion machine come to meeting these re- 
quirements, or to put it another way, 
how dynamic will our postwar distribu- 
tion be? 

My personal belief, based on what is 
known of the plans of some of the leading 
factors in distribution, is that our post- 
war distribution machine will be both 
powerful enough and versatile enough to 
meet the challenge the era will present. 


THE CHAIN STORE CONTRIBUTION 


So far as the chain stores are con- 
cerned, their special role after the war, 
as I see it, will not be essentially different 
from what it is today, and that is to pro- 
vide some of the facilities for distributing 
most economically a large proportion of 
the fruits of mass production. 

Among all the uncertainties surround- 
ing postwar conditions, one thing we can 
be certain of is that our production 
capacity will be almost unlimited. To 
make the fruits of this potential produc- 
tion available as widely as possible both 
at home and abroad—to provide the 
maximum number of material things for 
the maximum number of people—one of 
the main requirements will be to keep 
prices as low as possible without unduly 
lowering domestic wage levels or unduly 
increasing working hours. To achieve 
that objective it will be necessary not 
only to insure mass production at the 
lowest possible manufacturing cost but 
to make sure that the economies of mass 
production are not dissipated by waste- 
ful methods of distribution. 

To the extent that the chains provide 
a system of low-cost distribution their 
place in the postwar picture will be read- 
ily found. That does not mean that the 
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chain stores will dominate the postwar 
distribution scene. On the contrary, 
other types of distribution which also 
operate on an economical basis and even 
some types of distribution in which low 
operating costs are neither characteristic 
nor feasible will also have their place in 
the picture. For if distribution is to play 
its proper part in generating the maxi- 
mum demand for consumers’ goods of all 
kinds it must utilize all types of appeal. 
Thus, the exclusive specialty shop cater- 
ing to consumers in the higher brackets 
will have its place in the picture as well 
as the most humble neighborhood store, 
and likewise the stores which emphasize 
maximum merchandise values at rela- 
tively low prices will compete with those 
whose prices are higher because of the 
service they offer, such as credit and de- 
livery, and where price appeal is not a 
major consideration. 

The special role of chain stores in our 
postwar economy will be to make our 
distribution machine more dynamic in 
various directions. 

The chains will contribute considera- 
ble to the physical aspect of postwar re- 
tailing. Although the majority of the 
leading chains are contemplating no 
great expansion, they will all add a cer- 
tain number of new stores and in some 
individual cases really elaborate expan- 
sion plans have already been worked out. 
But all chains will modernize their exist- 
ing stores, and the back-log of remodel- 
ing to be done when construction restric- 
tions are lifted will reach an astonishing 
total. The annual chain store construction 
survey conducted by Chain Store Age 
from 1933 to 1941, inclusive, revealed 
that under normal conditions the chains 
modernize approximately 123% of their 
Stores a year. On this basis, if the ban 
on construction is not lifted before the 
end of 1944, 50% of all chain stores 
would be due for modernization in 1945 


—an undertaking which would involve 
an expenditure of more than $500,000,- 
ooo. Most of the chains have set up nec- 
essary reserves or have made other finan- 
cial arrangements to cover their postwar 
modernization programs. 

It may be expected, therefore, that 
one of the contributions the chains will 
make to postwar distribution will be in 
the form of an increased number of up- 
to-the-minute stores located strategically 
to take advantage of shifting populations 
and other factors affecting profitable 
operation. 

The chains may be expected, too, to 
capitalize some of the important lessons 
the war has taught them—lessons which 
will mean some more or less permanent 
changes with respect to both merchan- 
dising and operating methods. I refer to 
such changes as the addition of certain 
side-lines, the upping of price-lines, the 
employment of women both as salespeo- 
ple and as store managers in types of op- 
eration where they were used seldom, if 
at all, before Pearl Harbor, the extension 
of self-service, economical changes in 
store supervision and the servicing of 
stores from warehouses. 

In some fields, as, for instance, the 
variety store field, in which the chains 
have hitherto operated exclusively on a 
cash and carry basis, the introduction of 
delivery and credit may accompany the 
addition of higher price lines. 

But perhaps the most spectacular con- 
tribution the chains will make to the post- 
war distribution picture will come from 
relative newcomers into the field of chain 
store distribution. The auto accessory 
chains and the tire companies have all 
worked out ambitious plans to operate 
more or less extensive chains of general 
merchandise stores, in which a general 
line of housewares and soft goods will be 
featured as well as automotive accesso- 
ries. Two mail order houses which con- 
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fined themselves strictly to a catalog 
business before Pearl Harbor have an- 
nounced definite plans to enter the retail 
store field after the war. One large auto 
accessory chain which only recently ex- 
panded its lines to include general mer- 
chandise, is planning to open a separate 
chain of women’s specialty shops, with 
a goal of no less than 1,500 units in mind. 
One of the large mail order houses which 
is already operating retail outlets is plan- 
ning extensive expansion. 


ComPETITION IN RETAILING 


This contribution of the chains will be 
accompanied no doubt by a substantial 
increase in the number of independent 
stores as men return from the armed 
services or are released from war produc- 
tion or other wartime activities. The 
voluntary chains and some of the larger 


wholesalers and wholesalers’ associations 
are preparing to offer these newcomers as 
well as established independent retailers 
many of the advantages of organized 
distribution. Consumer cooperatives, 
which next year will celebrate the 1ooth 
anniversary of the establishment of the 
original movement in England, are like- 
wise gearing themselves to take a more 
active part in distribution in the postwar 
era. 

With all these developments in the 
making, it should be fairly obvious that 
one of the most important features of a 
dynamic distribution system—keen com- 
petition—is clearly promised for the 
postwar era. In that competition, I be- 
lieve, the chain stores will be taking a 
most constructive part and, in that way, 
will offer their greatest contribution to 
postwar distribution. 











WARTIME CHANGES IN FOOD DISTRIBUTION 


CARL W. DIPMAN 
“The Progressive Grocer” 


Nn THIS brief paper, I shall touch upon a 

few of the many trends in food distri- 
bution during this war period. 

Let us note at the outset that no new 
form of food distribution is evolving as a 
result of this war. The First World War 
gave a tremendous impetus to chain 
stores, at that time a comparatively new 
form of distribution, that permanently 
changed the character of the food dis- 
tributing machinery. No similar change 
is coming about during this war. If any- 
thing, the old and the tried systems have 
strengthened their positions. 

But in detail this big clumsy machin- 
ery of food distribution is undergoing 
many changes, and I shall try to sum- 
marize the principal trends. 


CHAINS versus INDEPENDENTS 


In the competitive battle between 
chains and independents, the independ- 
ents have had the better of it during this 
war. In 1942 chain grocery and combina- 
tion store sales increased 20%. Inde- 
pendent sales also increased 20%. But 
these figures do not tell the entire story. 

Early in 1942 chains were well ahead. 
There was no rationing, merchandise was 
plentiful, consumers were hoarding. 
Chains profited immensely. In January 
1942 chain sales were 36% ahead, inde- 
pendents but 23%, according to the 
Bureau of Foreign and Domestic Com- 
merce. But by the middle of 1942 the 
picture began to change, and independ- 
ent sales surged ahead. In December 
1942 independents showed an increase in 
their dollar volume of 29%, the chains 
but 2%. 

Throughout 1943 independents have 


had the better of the chains. For the first 
nine months of 1943, according to De- 
partment of Commerce figures, inde- 
pendent sales averaged 22% higher, 
while chain sales showed a loss of about 
8%. 

For the first nine months of 1943 inde- 
pendent grocery and combination stores 
enjoyed an increase in sales of over a 
billion dollars, while chain sales declined 
about $250,000,000. From present indi- 
cations it appears that for 1943 inde- 
pendents will have an increase in volume 
of a billion and a half dollars, and chains 
will have a decline in sales of $300,000,- 
000. 

Chain grocery and combination sales 
are now averaging about 32% of total 
sales, compared with 37.7% in 1942 and 
35% in 1940. In short, chains are back 
to their ratio of sales that prevailed in 
1937 and 1938 before their supermarket 
expansion. 

Retail food prices thus far in 1943 av- 
eraged about 14% higher than in 1942. 
This indicates chains are losing consid- 
erable tonnage, while independents en- 
joyed an increase in tonnage. 

The reasons for this reversal of the 
trend since the war are numerous and 
varied. During the early days of short- 
ages independents were in a better stock 
position than chains. This helped inde- 
pendents some, but probably not so 
much as commonly supposed. In recent 
months chains have been in almost as 
good a stock position as independents, 
yet independent gains in sales are still 
continuing to surge ahead of the chains. 

The chains have perhaps built too 
many supermarkets, some of them on 
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highway locations inaccessible to gasless 
consumers. Recent surveys indicate that 
about 6% of food sales are influenced by 
the gas shortage. 

But the greatest single reason why in- 
dependents are outstripping chains is 
that consumers in these troublesome 
times find it more satisfactory to deal in 
a friendly neighborhood store where 
merchants can answer their questions, 
help them with their points and their 
buying, look after their welfare, and ex- 
tend innumerable small courtesies to the 
harassed consumer. Inasmuch as inde- 
pendents have many more friendly 
neighborhood stores than chains, inde- 
pendents are naturally profiting. Well 
operated country town stores and neigh- 
borhood stores have profited immensely. 


DECLINE IN NUMBER OF 
Foop SToREsS 


Next, let us discuss the decline in the 
number of food stores since Pearl Har- 
bor. Of every eight food stores that were 
available to consumers at the time of 
Pearl Harbor, seven now remain. 

We estimate the decline in number of 
independent grocery and combination 
stores (including country general stores) 
in 1942 was approximately 21,000 stores 
or 5% of the number. This year, how- 
ever, the decline in number has been 
more rapid. There has been a decline of 
approximately 30,000 stores or 8% of the 
total in 1943 up to November 1. Since 
Pearl Harbor there are about 51,000 
fewer independent grocery and combina- 
tion stores, a decline of 12.6%. 

The decline in the number of chain 
grocery and combination stores was 
greater in 1942 than in 1943 due to the 
fact that in 1942 chains closed many 
units in favor of their rapidly expanding 
supermarkets. The number of chain units 
declined about 3,500 in 1942 or 9.1% of 
the total. But up to November 1 this 


year we estimate the chains closed only 
about 1,500 units, a decline of only 
4.3%. Chains now operate approximate- 
ly 33,500 units, compared with 38,500 at 
the time of Pearl Harbor. 

Among the single-line retail food stores 
like meat markets, bakeries, confection- 
ery stores, and fruit and vegetable mar- 
kets, the decline in number since Pearl 
Harbor has been approximately 21,000 
or 13%. 

Including all retail food stores (602,850 
stores, excluding restaurants) the decline 
since Pearl Harbor has been about 77,000 
stores or 12.5% of the number—33,500 
in 1942 and 43,500 in 1943 to November 
1. For the first five months of 1943 the 
decline in number of stores was at the 
rate of approximately 1% a month, but 
since June this rate of decline has been 
lower, and it appears that from now on 
the decline in number of stores will not 
be so rapid. 

In the foregoing I have placed the em- 
phasis on the decline in the number of 
stores rather than on store mortality. 
There is a vast difference. The actual 
rate of store mortality is higher by about 
one-fifth than the above figures indicate, 
for strange as it may seem, there are still 
many store openings. The ratio of store 
openings to closings is roughly one to 
five. There has in fact been but a slight 
increase in the rate of store closings since 
the war. The decline in number of stores 
is due more to fewer openings than to a 
sharp increase in mortality. 

Yet war conditions have been respon- 
sible for many store closings. Among the 
reasons for closings are manpower short- 
ages; shortages of merchandise; owners 
of stores entering military service; too 
many rationing, pricing, and other regu- 
lations; and more attractive earnings in 
war plants. 

Fortunately for both the food trade 
and consumers most of the closings have 
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been among the smaller stores, and ap- 
proximately 65% or 70% of the stores 
closed had an annual volume of less than 
$20,000 a year. So while the number of 
food stores may have declined 12.5% 
since Pearl Harbor, it is not likely that 
more than 5% of the volume has been 
thus affected. 


WHOLESALERS 


Already reference has been made to 
the relative increase in sales of independ- 
ent retailers. The same naturally holds 
true for food wholesalers. In fact, it may 
be said that some of the credit for the 
splendid job that independents have 
done must be attributed to the good work 
of wholesale grocers. Wholesalers seem to 
have outsmarted their chain competitors 
in providing stock in the face of war 
shortages. They have done a remarkably 
good job of servicing their independent 
customers, and of helping the vast num- 
ber of small merchants to meet their 
problems. 

On the whole wholesalers had a profit- 
able year in 1942 and thus far this year 
their profits are fair. If we ever needed a 
demonstration of the value of the whole- 
sale merchant, certainly we received it 
during this war period. Had it not been 
for wholesale grocers, millions of con- 
sumers would have suffered vastly 
greater inconveniences and confusion in 
receiving their food supplies. Very few 
wholesale grocers have gone out of busi- 
ness since Pearl Harbor. 

There has been little change in the 
voluntary group and cooperative whole- 
sale situation since Pearl Harbor. Since 
the war many manufacturers have cur- 
tailed and frequently discontinued their 
advertising allowances. As a result some 
of the racketeer voluntary groups that 
were organized primarily for the sake of 
collecting advertising allowances have 
been obliged to suspend. But the better 


groups are still going along much as be- 
fore except they have curtailed their ad- 
vertising and promotion activities. The 
well-organized groups are still continuing 
to make a genuine contribution to their 
members. 


SALES PERSONNEL IN Foop STORES 


Next to merchandise shortages the 
greatest single problem that has con- 
fronted food merchants has been the 
help shortage. The food business has 
always employed a large number of 
young men. Many of these men natu- 
rally entered military service, and others 
sought the higher pay in war plants. The 
draft of fathers has been responsible for 
a new flood leaving our retail stores in 
recent months. 

The result, as every consumer knows, 
has been a continuous help problem in 
retail stores. There has been a steady 
flow of new help into these stores. In 
January 1943 30% of the help employed 
in retail food stores was new within the 
past year. Exclusive of proprietors 40% 
was new. It is likely that now about half 
or more are new employees within the 
past year. More women, more part-time 
help, more student help, and more older 
men are now to be found in food stores. 

The chains have been able to set up 
extensive training programs for this in- 
flux of new help. Some of the large inde- 
pendent supermarkets have done like- 
wise. But in medium-sized and small in- 
dependent stores it has not been possible 
to give employees an organized training 
course except in a few instances where 
the food trade set up such courses. Most 
new employees in small stores have to 
receive their training personally, bit by 
bit, while at work in the store. 

To minimize the labor shortage, 
women have come to the rescue in our 
food stores as they have in our indus- 
tries. The food trade has always em- 
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ployed a substantial number of women, 
but by January 1943 the number had in- 
creased to 30% of total employment com- 
pared with 21% the year previous. Ex- 
clusive of proprietors 40% of food store 
employees were women, and it is likely 
that now half or more are women. A few 
stores are entirely staffed with women. 
We find them serving in meat depart- 
ments, fruit and vegetable departments, 
as advertising and promotion managers, 
and sometimes even as delivery “‘boys.”’ 

On the whole women have worked out 
fairly well, yet there are many jobs about 
a food store to which men are better 
adapted. The food business involves a 
tremendous tonnage, and there is con- 
siderable heavy work to be done. Many 
merchants say they will continue to em- 
ploy more women even after the emer- 
gency passes. Of the increase in women 
employees, we estimate that about half 
that number will be permanently em- 
ployed in food stores. 

Notwithstanding the help shortage, 
new employees, more part-time workers, 
and women employees, food stores are 
now getting along with about 7% less 
full-time help for the tonnage handled 
than a year ago. This improvement has 
been brought about by the wider appli- 
cation of self-service, the curtailment 
and discontinuance of service frills, and 
simplification of operations. 


SELF-SERVICE 


Self-service has received a tremendous 
impetus in food stores since the war. 
Fortunately self-service had a good start 
before the war—the principles were well 
established. The help shortage and low 
margins because of price ceilings forced a 
wider acceptance of self-service. Thou- 
sands of merchants have converted their 
counter service stores to self-service, and 
the conversion is still continuing at a 
rapid rate. 


For many medium-sized stores and 
stores with charge-and-delivery service 
a complete self-service, cash-carry set-up 
does not solve the merchants’ problem. 
A modified form of operation is neces- 
sary, a self-service packaged goods ar- 
rangement with perhaps some personal 
help to customers, and perhaps some de- 
livery and clerk service. Stores with self- 
service stock arrangement but giving 
varying degrees of service are designated 
“semi-self-service” stores. This type of 
store prevails among independents. In 
January 1943 66% of the “better” inde- 
pendents had adopted either complete 
self-service or a modified form, and only 
34% operated old-line counter-service 
stores. The proportion of self-service 
stores has now risen to over 70%. 

Aside from solving an acute labor 
problem, self-service has often enabled a 
merchant to sell for 4% or 5% less and 
still make a profit. With fairly scant 
margins due to price ceilings, we can 
easily see how self-service has come to 
the rescue of thousands of merchants. 


DELIVERY AND OTHER SERVICES 


Likewise delivery and other services 
have been greatly curtailed. Some mer- 
chants have gone completely cash-carry. 
Yet the majority of merchants with de- 
livery before Pearl Harbor still give some 
delivery service. The demand for deliv- 
ery is persistent, but the service has been 
greatly curtailed, sometimes cut from 
two or three deliveries a day to two or 
three a week. 


SHORTAGE OF MERCHANDISE 


All food stores have suffered a shortage 
of merchandise. The shortage hit some 
of the chains and independent super- 
markets first because of their hand-to- 
mouth buying policies of the past and 
their limited warehouse stocks. Whole- 
salers had better stocks. Therefore inde- 
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pendents fared better for the first year. 
But now the situation has fairly well 
evened out. 

Many of the lines that are restricted 
in supply or are rationed, for example, 
meats and canned foods, have always 
carried a fairly substantial margin. With 
sales of these high margin lines only a 
portion of their former volume on the 
one hand, and with expenses increasing 
and price ceilings on the other hand, we 
can easily see what has happened to the 
profit in many stores. Among the most 
severely affected from the profit angle 
were the low-margin or cut-rate oper- 
ators, among them some supermarkets 
and some medium-sized and small units 
of both chains and independents. The 
cut-rate sector among distributors has 
been the most severely pinched from the 
profit standpoint, because there were 
few adjustments they could make to re- 
duce or even hold expenses, yet their 
margins were frozen by price ceilings. 

To compensate for the loss of margin 
in meats, canned foods, and similar lines, 
food merchants naturally concentrated 
on lines available like fresh produce, 
bakery goods, cereals, flour, and mixes. 
In addition food stores have added many 
new lines or side lines like polishes, 
waxes, cleaning fluids, face tissues, glass- 
ware, seeds and bulbs, household drug 
sundries, paper goods, kitchen gadgets, 
and other household supplies. 

We anticipate many of these nonfood 
items will continue to be sold in our food 
stores after the war. We can almost lay 
down a formula as to the nonfood items 
that in the long run will be sold by food 
merchants. The formula is this: Any 
item of frequent purchase by the house- 
wife where replacement is at short inter- 
vals, will in the long run be sold in food 
stores. The food dealer’s margin is 
smaller and he can therefore sell a rap- 
idly moving household item at a more 


competitive price than any other kind 
of distributor. Moreover, housewives 
visit food stores more frequently than 
any other type of retail outlet. 


THE FurTure 


Can independents hold the new vol- 
ume they have acquired during the war, 
is a question frequently asked. Probably 
they can hold some of it. Independents 
have vastly improved their efficiency 
during this war by the wider adoption of 
self-service and the elimination of service 
frills. Those who have met the innumer- 
able war problems have received a liberal 
education, and are better merchants. 

We anticipate the food trade will be 
extremely competitive after the emer- 
gency passes. Price merchandising and 
price advertising will be back. 

We shall always have a wide variety of 
food stores, some small, some large, some 
with service, some without, and no one 
type of store will completely dominate. 

We anticipate that the trend toward 
supermarkets that has been halted by 
the war will again be resumed, for we 
had not yet reached the saturation point 
for supermarkets, at least not in some 
areas. Chains and local multiple oper- 
ators will build some large streamlined 
parking-lot operations, also a few me- 
dium and small supers. Independents on 
the other hand will apparently build 
only a few large parking-lot super- 
markets—more of the medium or small 
supermarkets well located in residential 
sections. 

We may expect the number of food 
stores to rise sharply again after the 
war. When our soldiers return and 
workers lose their jobs in ammunition 
plants, many of them will open food 
stores, especially if jobs are hard to get. 
The number of stores always increases 
when good jobs are scarce or when the 
country’s commercial activity declines. 








DEPARTMENT STORE DISTRIBUTION 


JAY IGLAUER 
The Halle Brothers Company 


EFORE attempting any speculation 
B about the coming year we should 
review briefly the conditions confronting 
department stores and retailers selling 
similar merchandise. 

The first of these is the complete dis- 
appearance of many items, such as 
pianos, radios, kitchen ware and home 
furnishings of metal. 

Second, there are severe restrictions 
upon the manufacture of metal lamps 
and lighting fixtures, bicycles and wheel 
goods including baby carriages, the 
length of shirt-tails, of vests, extra pairs 
of trousers, shoes, women’s wear, and a 
thousand similar products. These re- 
strictions have been adopted to conserve 
raw materials. 

Third, there are the price ceiling 
limitations of the Office of Price Ad- 
ministration. First came the General 
Maximum Price Regulation which we 
now call affectionately GMPR. This has 
been gradually replaced or superseded 
by some 475 to 480 special rulings on 
specific commodities, which  conse- 
quently come out from under the um- 
brella of GMPR. The overall effect of 
the price regulations has been to narrow 
the initial margin of retailers. 

On the whole, the effect upon retailing 
has not been destructive or disastrous— 
because the administration of the regu- 
lations in most districts has been of the 
“common sense” variety. We have been 
particularly fortunate in the Cleveland 
district in the judicial, businesslike ad- 
ministration of the local O.P.A. office. 


ReEtAIL PrRorits 


Many of us expected that retail profits 
in 1942 and 1943 would be sharply cur- 
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tailed, but this did not happen for two 
reasons wholly unrelated to the problem 
of price regulation. 

First, the unprecedented demand by 
the public for goods and the consequent 
rapid turnover of stocks made unneces- 
sary the usual quantity of markdowns 
due to obsolescence, counter damage, 
and sudden changes in styles. In short, 
while the initial markup is lower, the 
gross profit before expense is higher. 

Second, on the expense side, in spite 
of sharp increases in wage levels, ex- 
penses have been low because it has been 
impossible to maintain employment in 
stores in numbers of personnel on any- 
thing like those necessary to service the 
increased volume. This keeps operating 
costs down to unprecedented levels. 
Fixed overhead against the larger vol- 
ume also contributed substantially to 
the lower expense ratios, as did the more 
recent wage ceilings. 


Errect oF Price CEILINGS 
ON PRICES 


You will be interested to know that, 
so far, the efforts of the O.P.A. in keep- 
ing prices of commodities other than 
foods from running away in sharp spirals 
have been, in our opinion, successful. 

The National Industrial Conference 
Board in cooperation with the National 
Retail Dry Goods Association compiled 
an index of retail prices in all depart- 
ments beginning with February 1941. 
The sampling method was under the 
direction of the Conference Board and 
the statistical computations were made 
by their own staff. 

During that year, 1941, merchants 
who realized the disastrous possibility of 
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a runaway inflation, cooperated with 
their national organizations in a volun- 
tary effort to keep prices from soaring. 
During that year the general price level 
rose 15.79%. The GMPR became effec- 
tive in May 1942 establishing prices in 
effect in March 1942. During 1942 prices 
rose only 3.55% and this at a time when 
the inflation pressure, due to increased 
wages earned, shortages of goods and 
government restrictions, became tre- 
mendous. If we exclude foods (and they 
are not included here) it must be clear 
that there has been no price inflation in 
consumer goods. This is true, even if we 
include the entire year 1941 before price 
control became legally effective. 


DETERIORATION OF PRopUCcTS 


Doubtless many of you are thinking, 
“Prices may not have sky-rocketed, but 
what about deterioration of product?” 

We maintain that there has been com- 
paratively little deterioration in quality 
although: 


(1) there has been substitution of ma- 
terial because of complete absorption 
of certain commodities for the war 
effort. For example, rayon for silk and 
nylon, and plastics for metals, and 

(2) there has been limitation on the 
quantities of a material for a given 
use 


But in most cases, the ingenuity of de- 
signers and manufacturers has resulted 
in the production of articles just as use- 
ful, just as beautiful, and usually just as 
serviceable as the prewar items. 

To measure the effect of these changes 
upon quality is difficult. It has been more 
noticeable in the low-priced merchandise 
first because there the material cost is 
relatively higher. In better grades of 
merchandise, design and skilled labor 
play a larger role and the differences in 
quality are not so apparent either to the 


layman or to the expert buyer. We can 
safely say that the extent of deteriora- 
tion has not been such as to affect ap- 
preciably the standards of quality of a 
store like our own. 


ALLOCATION OF MERCHANDISE 


By and large, manufacturers and 
vendors have adopted sane policies of 
allocation and equitable distribution of 
the available supplies to retail outlets. 
Stores (with good credit ratings) have 
been able to obtain adequate shares of 
the available supplies. On the whole the 
civilian industries of the country have 
accomplished miracles in supplying the 
greatly increased public demand with 
dwindling stockpiles, in the face of a 
shrinking supply of their own skilled 
labor. 


RETAIL LABOR PROBLEM 


The retail field is perhaps harder hit 
than any other group in the available 
labor supply. It has always been true 
that the usual labor supply of the stores 
comes from the youngsters just emerging 
from schools and colleges. Unskilled in 
trades and inexperienced in business, 
they are largely apprentices; and this, 
more than anything else, accounts for the 
fact that the average wage scale in the 
retail field is lower than that of many in- 
dustrial categories. The turnover is un- 
believably high, and most of us have 
turned to the marginal labor market— 
the aged, the physically handicapped 
and the part-time worker. 


THE PErRiop IMMEDIATELY AHEAD 


The year 1944 will probably bring 
shortages in some new areas of consumer 
goods and services. Deliveries to the con- 
sumer have been sharply curtailed re- 
cently to conserve both gas and tires. 
This will continue and probably will be 
intensified. 
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Even though the War Production 
Board and the Office of Civilian Require- 
ments make available to manufacturers 
some essential raw materials, the avail- 
able manufacturing labor supply is in- 
sufficient to produce at the present rate 
of consumption. Some lines are already 
on a quota basis, below 1942 or 1943 
levels, and vendors are unwilling to give 
specific dates of delivery. 

Sales volume in 1944 therefore may be 
somewhat lower than 1943 unless there 
should be an unexpected end to hos- 
tilities. That now seems most unlikely. 

There will probably be a substantial 
simplification of the price regulations. 
Office of Price Administration and a 
committee of retailers representative of 
all phases of retailing are now engaged 
in a study of the whole subject, and 
tentative proposals are being tested for 
simplification and practicability. 

It seems likely that profit margins on 
goods will be narrower in 1944, both for 
the manufacturer and the retailer. 

Volume of sales in department stores 
in 1944 may be smaller—not because of 
lessened public demand—but solely be- 


cause of the shortage of supplies and 
labor. Perhaps it ought to be put this 
way. Volume will be limited by the 
available supply of consumer goods; we 
do not anticipate lessening of consumer 
demand. The continuing volume of pay- 
rolls and the accumulated savings in the 
hands of individuals preclude any real 
restraint in consumer buying. 

Both 1942 and 1943 were years of un- 
certainty with prospects of lower volume 
and profits. Fortunately those prospects 
were not realized, and we are not a little 
proud of the fact that the retail industry 
has contributed so substantially to the 
war effort, through the large normal and 
excess profits taxes paid by them. The 
net profits after taxes were, in many 
instances, smaller in 1943 than in 1942. 
This is probably the trend for 1944. 

Labor supply will be increasingly short 
in the retail field, with further curtail- 
ment of some departments and services. 
The public will probably continue to 
give the stores cooperation, in accepting 
the diminished services. 

On the whole, the outlook is difficult 
but not too pessimistic. 











REPORT OF AMA COMMITTEE ON BUYING 
POWER CLASSIFICATIONS 


Epiror’s Note: This report covers activities up to 
November, 1943. The Committee consists of Everett R. 
Smith, Chairman, Macfadden Publications; Wroe Alder- 
son, Curtis Publishing Company; Franklin Cawl, Arthur 
Kudner, Inc.; Archibald Crossley, Crossley, Inc.; D. E. 
Robinson, Pedlar &8 Ryan; Wilford White, Department of 
Commerce; and Chester E. Haring, Secretary, Servel, Inc. 


T THE annual meeting of the Ameri- 
A can Marketing Association in Chi- 
cago in December 1939 it was brought 
to the attention of the Convention that 
there was a complete lack of standard- 
ization in income classifications. Subse- 
quently a committee under the chair- 
manship of L. D. H. Weld was appointed 
to study and report to the Association 
on this subject. 

The Committee first asked a compre- 
hensive list of organizations engaged in 
market research work to outline the 
classifications which they used. The 
Committee carefully studied the 38 re- 
ports received. The situation was even 
more chaotic than had been presented 
to the Association at its Convention. No 
two of the classifications reported were 
possible of inter-relation or inter-inter- 
pretation. 

The subject was carefully studied by 
the Committee over a period of two 
years. As a result there appeared to be 
two schools of thought both within and 
outside the Committee. One group 
favored a dollar income basis for classi- 
fication, the other favored basing classi- 
fications on rent. As a result two sub- 
committees were appointed and the re- 
sults of their separate studies were com- 
bined into the Committee’s report of 
December 1941. 

The Committee itself took no official 
stand as preferring one system or the 
other, but during the next two years de- 
voted its efforts to trying to get market 


research practitioners to follow one sys- 
tem or the other or both, and report its 
results to the Committee. War, however, 
has had its effect on all market research 
work and its personnel, and the Com- 
mittee has succeeded in obtaining the 
results of only one field study which 
followed its suggested classifications. 

This report was from Mr. H. D. Ever- 
ett, Jr., Manager of Research for Life, 
who made a special study for the Com- 
mittee based on results obtained in Life’s 
Continuing Study of Magazine Audi- 
ences. We take this opportunity to 
thank Mr. Everett for his contribution. 
In Life’s field work it attempted to get 
both dollar income and rent and they 
were remarkably successful in obtaining 
one or the other or both. Furthermore, 
there was practically no difference in 
response on pre-Pearl Harbor field work 
and that conducted a year later. As a 
matter of record, Life obtained in the 
last quarter of 1942 answers on dollar 
income from 96.9 per cent of the more 
than 5,000 questioned; rental data from 
98.4 per cent; and both income and rent 
from 95.8 per cent. (Pre-Pearl Harbor 
results varied from these only by frac- 
tions of one per cent.) 

Through its discussions and the test 
which has been submitted, the Com- 
mittee is convinced that it is quite easy 
by the use of selector cards to obtain 
either dollar income or rental data or 
both completely enough to justify and 
make cross-analyses based on buying 
power in any research study. Further- 
more, the national picture of buying 
power by both classifications is every day 
being reported more completely and in 
greater detail than ever before. 

It is of course evident to the Com- 
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mittee, as it is to all research workers, 
that war regulations have greatly af- 
fected rent classifications as an index of 
buying power. In this connection, how- 
ever, it should be pointed out that rents 
are still a good index of many things. 
Radio programs listened to, magazines 
read, and many other things do not 
change overnight because of an increase 
in dollar income. In other words, rent 
probably remains the best index of the 
social standing and life of our people, 
while dollar income alone can measure 
“loose money.” 

Therefore the Committee recommends 


Dollar Income Classifications 


Per Year Per Month 

. Under $500 Under $42 
. $ 500 to $ 749 $ 42to $63 
- $ 750 to $ 999 $ 64 to$ 83 
$1000 to $1249 $ 84 to $104 


. $1250 to $1499 
. $1500 to $1999 
. $2000 to $2499 
» $2500 to $2999 
- $3000 to $3999 
- $4000 to $4999 
- $5000 to $7499 
. $7500 and over 


$105 to $124 
$125 to $167 
$168 to $208 
$209 to $250 
$251 to $333 
$334 to $417 
$418 to $625 
$626 and over 


OO OU ANS wD H 


_— 
no 


that market research practitioners con- 
tinue to follow one or the other or both 
of the classification systems it has set up, 
using selector cards in the field for this 
purpose. If only one system of classifica- 
tion is to be used, its selection depends 
upon the type of information being 
sought. 

As a matter of record the Committee 
is including below the classifications it 
recommended in its 1941 report for 
dollar income and rent, and urges all 
research organizations to follow either 
or both systems and report their results 
to the Committee. 


Rent Classifications 


Per Week Per Month 

Under $10 1. $5.00 or less 

$ 10to$ 14 2. $ 5.00 to$ 9.99 
$ 15 to$ I9 3. $10.00 to $14.99 
$ 20 to $ 24 4. $15.00 to $19.99 
$ 25 to$ 29 5. $20.00 to $24.99 
$ 30 to $ 39 6. $25.00 to $29.99 
$ 40 to$ 49 7. $30.00 to $39.99 
$ 50 to $59 8. $40.00 to $49.99 
$ 60 to $ 79 9. $50.00 to $59.99 
$ 80 to $ 99 10. $60.00 to $74.99 
$100 to $149 II. $75.00 to $99.99 


a 
wR 


$150 and over . $100 and over 


Note: Value of homes is generally estimated at ten times annual rent. 
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Research completed and in progress is 
classified in this section under the list of gen- 
eral headings given below. Individual items 
are designated by the number of the general 
class into which they fall and, also, by a serial 
number within the class. It is expected that 
this classification will be used consistently in 
subsequent issues of THE JOURNAL. It is 
hoped that this method of designation will 
lead to easy reference by our readers. Sug- 
gestions from them as to desirable changes 
will be welcomed by the editors. 


List or GENERAL HEADINGS 


1. Advertising 
. Selling—Personal 


wv 


Commodity Studies 


Industrial Marketing 

Marketing Farm Products 

Marketing Minerals 

Marketing Services 

Producers’ Marketing of Consumer 
Goods 

8. Product Analysis 

g. Consumer Studies 

10. Cost of Marketing 

11. Foreign Trade 


7 Pe? > 


Functional Marketing 
12, Co-operative Marketing 
13. Credit—Mercantile and Retail 
14. Retailing 
15. Transportation 
16. Warehousing 
17. Wholesaling 


Government and Marketing 


18. Federal, State, Local Regulation 
19. Taxation 

20. Marketing Theory 

21. Prices and Price Policies 


Statistics 


22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. War—General 

26. Miscellaneous 


1. ADVERTISING 


1.1 Continuing Study of Women’s Magazine 
Audiences. Good Housekeeping Maga- 
zine, New York, 1943, 47 pp. 


This is the second report by Elmo Roper 
on readership of the leading women’s maga- 
zines. Like the first report, it is based on 
about 12,000 interviews and brings out the 
fact that Ladies’ Home Fournal had more 
readers than any of the four publications 
covered; Good Housekeeping was second, 
McCaill’s third and the Companion l\ast. In 
the number of readers per copy Good House- 
keeping led, as it did last year, with Mc- 
Call’s second, the Yournal third, and the 
Companion last. The report also shows the 
proportion of each magazine’s readers in 
four different age groups, four different 
geographical sections, four different eco- 
nomic brackets, and what proportion of 
each income group read the various publica- 
tions. The study brings out what sort of 
coverage an advertiser would obtain by 
using combinations of two, three, or four 
of the magazines. 


1.2 True Story-Crossley Continuous Con- 
sumption Index. True Story Magazine. 
New York, 1943. 


This is a portfolio containing a complete 
set of the findings on 38 commodities show- 
ing brand penetration, brand distribution, 
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brand loyalty and brand consumption by 
volume by basic living levels. Commodity 
classifications include leading brands in 41 
fields. The study was conducted in ten cities 
just prior to general rationing, and so offers 
an index of actual consumption by brands. 
It is useful as a guide for analytic study of 
copy appeals, media and marketing methods. 


1.3 120 Minutes to Measure Three Million 
Lives. WEEI, Boston, 1943, 16 pp. 


This is a survey of the radio listening 
habits of residents of New England. It shows 
the radio-station listening or non-listening of 
the families interviewed by quarter hours 
for one week. Families represented in true 
proportion are rural and urban; farm and 
town; poor, rich and in-between; radio fans 


and non-fans; telephone and non-telephone 
homes. 


1.4 How National Newspaper Linage Com- 
pares with Magazines for First Half 
of Year. L. D. H. Weld, Printers’ 
Ink, October 8, 1943. 


In the August 27 issue of Printers’ Ink 
the author presented figures on magazine and 
newspaper advertising linage for the first 
six months of 1943. The point was made that 
total advertising linage in magazines in- 
creased 21.9% whereas that in newspapers 
increased only 11.2%. 

In this article Dr. Weld analyzes the data 
on advertising linage in considerable detail. 
For example, a comparison of national ad- 
vertising in newspapers with advertising in 
magazines shows that for the first half of 
1943 the former increased faster than the 
latter and about twice as fast as advertising 
in general. However, magazine advertising 
showed spectacular gains in July and August 
which were not matched by national adver- 
tising in newspapers. 

The author finds it difficult to explain the 
increase in national advertising in news- 
papers. He mentions as causes the following: 
(1) many corporations have become “‘com- 
munity conscious’’; (2) the great increase in 
institutional advertising; (3) the increase in 
advertising devoted to the sale of War 
Bonds and stamps. 


1.5 The Blue Book. (First War Edition, 
1943). Bureau of Advertising, Ameri- 
can Newspaper Publishers Association, 
New York, 1943, 154 pp. 


This is a compilation of 68 factual case 
histories of wartime advertising successes. 
The fifth such volume of advertising suc- 
cesses issued since 1939, it is the first to 
carry the “War Edition” stamp. The book 
presents the vital statistics concerning each 
newspaper campaign and traces advertis- 
ing’s conversion to wartime operation. The 
problem of the advertiser is set forth in each 
case history; then the method adopted to 
meet the problem is outlined, followed by a 
factual report on the campaign’s results, and 
concluding with a statement from the agency 
handling the campaign. A very useful feature 
is a special index of wartime problems faced 
by advertisers, ranging from total disappear- 
ance of a product from the market to the 
introduction of a new product under war- 
time conditions. 


1.6 A nationwide survey of current conditions 
in the graphic arts field has recently been 
made by the Mergenthaler Linotype Com- 
pany as a basis for postwar plans. 


The company retained Dun & Bradstreet, 
Inc., as research agency to interview the 
active business executive in several thousand 
publishing, printing, and kindred organiza- 
tions throughout the United States. Included 
were daily newspapers, selected weekly news- 
papers, commercial printers, and advertis- 
ing typographers and trade compositors. A 
broad cross-section of the country and the 
field was thus obtained. 

Each executive was asked for his views on 
current business conditions and postwar out- 
look, factors affecting advertising, growth of 
commercial printing, competing a lvertising 
media, and popular opinion toward adver- 
tising. 

No mail questionnaires were used but in- 
terviewers filled out carefully prepared forms 
so that the results could be fully tabulated 
and compared. A completely confidential 
status was maintained and no identities re- 
vealed in the composite tabulations. 

















THE FOURNAL OF MARKETING 


333 





3. INDUSTRIAL MARKETING 


3-1 How Should Postwar Surpluses Be 
Marketed? Industrial Marketing, Oc- 
tober, 1943. 


A special committee representing the 
American Supply and Machinery Manu- 
facturers’ Association, The National Supply 
and Machinery Distributors’ Association and 
The Southern Supply and Distributors’ As- 
sociation, after study of this problem in the 
industrial machinery and supply field, send a 
report on the subject to The Truman Com- 
mittee which suggested: 


1. That action be taken to redistribute 
existing stocks, excessive quantities of which 
are being tied up in some instances merely 
because they are earmarked for a certain 
agency while other agencies could put them 
to use. It is argued that such action now 
would reduce stocks on hand at the end of 
the war. 

2. That a program for liquidating the 
postwar surplus be worked out now. The 
committee believes it should be the first con- 
sideration of the government to place the 
control of surplus stocks in the hands of 
industry. 


For machine tools the committee proposes 
that a government agency, such as the Re- 
construction Finance Corporation, purchase 
these tools at cost price from the various 
government departments (also the surplus 
tools in the hands of large consumers). Under 
the plan the tools would be shipped back to 
their respective manufacturers on a con- 
signment basis. These would be sold by the 
manufactures, item by item, on some per- 
cen tage-of-postwar-sales basis, perhaps rang- 
ing from 5% to 20%. The report suggested 
that “the charge to the manufacturer, as 
these tools are sold, . . . be on a basis of his 
spread or margin to the distributor.” In the 
absence of further explanation this appears 
to mean that the manufacturer would sell 
them for whatever he could get, and this 
figure less the distributor gross margin would 
be paid to the government agency. If the 
tools required reconditioning a further re- 
duction in the amount payable to the gov- 
ernment agency would be made, and for 


tools that are not sold before they become 
obsolete a still further reduction would be 
made, the amount subject to mutual agree- 
ment between the manufacturer and the 
government agency. 


4. MARKETING FARM PRODUCTS 


4.1 Tobacco Auctions Evaluated. Paul D. 
Converse, Yournal of Business, July, 
1943. 

Following an interesting discussion of the 
history and present operating methods of 
tobacco auctions, Dr. Converse takes up the 
favorable and unfavorable criticisms of this 
marketing agency. Its advantages to the 
grower are: low selling cost (3.0 to 4.5 per 
cent of selling price), the presence of specula- 
tors who bid on baskets undervalued by 
other buyers, the right to reject bids and 
have the tobacco resold at no additional ex- 
pense, and the personal contacts any such 
gatherings always facilitate. To the factory 
buyers the chief advantage is that, being 
public, each buyer can make sure his com- 
petitors pay as much as he does, and he will 
at times bid at an auction solely to accom- 
plish this. 

“Adverse criticisms, alleged disadvan- 
tages, and abuses in the operation of tobacco 
auctions include high buying cost; wide 
variations in prices paid to farmers for the 
same quality of tobacco during the season 
and even on the same day; sales made too 
rapidly; poor grading by the farmers; mixing 
and nesting tobacco by the farmers; in- 
adequacy of market facilities, including a 
demand for more markets and earlier opening 
of markets; and the number of buyers limited 
by high membership fees of boards of trade.”’ 

It costs a company which maintains buyers 
on all the cigarette-type markets approxi- 
mately $650,000 a year (around 2 per cent 
on purchase price for a large company) to 
maintain such a buying staff. The wide 
variation in prices received by the growers 
for similar qualities of leaf, even on the same 
day, seems to be their principal complaint. 

The author believes that some of the 
characteristics of the former hogshead auc- 
tions should be applied to the loose-leaf 
markets: “‘corabining the tobacco of smaller 
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growers to get larger lots, slower sales, and 
an increased number of buyers.”’ The first 
two of these market characteristics depend 
ultimately upon the possibility of establish- 
ing an accurate grading system for the leaf, 
about which the author readily admits there 
is considerable doubt. Accurate grading 
would make it feasible to combine small lots 
belonging to several growers, and the resul- 
tant larger unit of sale would permit slower 
selling without unduly increasing unit buy- 
ing expense. Whether buyers would be any 
more numerous with these improvements is 
admittedly problematical. 


4.2 Food Distribution Administration 


4.2.1 New Market Facilities —Restrictions 
on construction make it almost impossible 
to renovate or build new market facilities 
for farm products, while the greatly expanded 
production of food and war supplies for this 
country and our allies has created many 
storage problems, both local and national. 

Last year the Administration made a 
study of concentration markets for perish- 
able products in the Southeast. One of the 
places where it was recommended that a 
market was urgently needed was in Augusta, 
Georgia. At the city’s request, the Adminis- 
tration studied the needs of the community 
and the type of facility that should be con- 
structed. The new market consists only of 
farmers’ sheds and a few stores for dealers, 
since original plans had to be revised to com- 
ply with orders for the conservation of criti- 
cal materials. The present development, 
however, is only a part of the projected plan 
and it is contemplated that the facility will 
be expanded at the close of the war. 

In cooperation with city officials and a 
representative of Texas Agriculture and Min- 
ing College, an investigation was made of 
market conditions in the city of Dallas, 
Texas. As a result of this investigation, a 
bond issue was voted for constructing a new 
market and plans were developed for making 
modifications within the existing market 
area. Although the work was delayed for a 
time because of the difficulty in obtaining 
_materials, the addition has now been com- 
pleted and is open for business. 


Plans are being made for a postwar mar- 
ket facility program which will result in im- 
provement of existing facilities when they 
are inadequate, and the construction of new 
markets in areas where they are needed. 
This program not only contemplates studies 
on the economic and operational phases of 
markets, but also will include technical as- 
sistance in market design and construction, 
a service which it has heretofore been im- 
possible to give. 


4.2.2 Consumer Market for Soya Flour and 
Grits. (Although this item was written in 
November, 1942, it throws interesting light 
upon the early stages of this program. Ed.) 
Plans of the Food Distribution Administra- 
tion to make low-cost protein foods avail- 
able to the American consumer are beginning 
to bear fruit. This fall soya flour and grits 
will be distributed at popular prices through 
normal grocery channels. At least three 
producers have concrete plans for nation- 
wide distribution and about one-half dozen 
smaller producers are distributing or con- 
templating distribution within local areas. 
These products are being introduced into se- 
lected markets by varying procedures and 
the volume of sales checked against the pro- 
cedures employed to determine the most 
effective merchandising method. 

It is believed that consumer acceptance 
with soya products will depend to a large 
extent upon educating the consumer as to 
what he may expect from them in the way of 
flavor, cooking utility, and nutritional value. 
The Administration is conducting a wide- 
spread educational campaign on these three 
points. This campaign is being timed to coin- 
cide as closely as possible with retail releases 
by the distributors. As one part of this cam- 
paign, a booklet of tested recipes, entitled 
“Cooking with Soya Flour and Grits,”’ is 
being widely distributed by the Bureau of 
Human Nutrition and Home Economics. 

Possibly the most effective outlet from the 
standpoint of national nutrition, and cer- 
tainly the largest potential outlet for soya 
products, is through use in commonly ac- 
cepted prepared foods. A series of consumer 
acceptance studies with various prepared 
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foods containing soya are now being con- 
ducted in cooperation with the National Re- 
search Council. 


4.2.3 Dehydrated Pork. Dehydrated pork 
is a result of the need for conserving shipping 
space, tin, and other strategic materials, and 
for furnishing a meat product which could be 
stored safely under varying conditions of 
temperature and humidity for long periods 
of time. The Administration cooperated with 
the Agricultural Research Administration 
and with the meat industry in developing 
specifications and methods of manufacture 
of dehydrated pork. All of the product 
manufactured to date has been packed in tin 
cans in sizes varying from approximately one 
pound upwards. Experiments on other pack- 
ages are under way, but so far tin is the only 
suitable container. The desirable degree of 
compression is to a specific gravity of ap- 
proximately one. 


4.2.4 Use of Cotton Presses for Baling. 
The Food Distribution Administration, in 
cooperation with the Farm Credit Adminis- 
tration, has been conducting tests for baling 
wool by using cotton presses. The following 
conclusions have been reached: (1) Ordinary 
cotton gin presses appear to be adaptable for 
baling wool. (2) Bales of about 500 to 600 
pounds, with a density of 19 pounds per cubic 
foot, seem to be satisfactory. (3) Burlap 
appears to be the most suitable bale cover- 
ing. It was found, however, that 50 per cent 
less of the burlap was required for baling 
than for bagging a similar amount of wool. 
(4) All wool should be tagged and graded 
before being baled. 

Further tests are being conducted to de- 
termine the feasibility of baling domestic 
wools in producing areas, in relation to the 
following factors: (1) Extent that grading, 
skirting, and tagging will be required before 
packing. (2) Saving i in shipping space. (3) 
Costs of baling in relation to sacking. (4) 
Effect on appearance of wool. (5) Economies 
in haulage. 

The Administration is conducting surveys 
in order to furnish growers with current in- 
formation on bagging supplies and mill con- 
sumption of wool. 


4.3 The Beef Situation, 1942-43, is the title 
of a M.B.A. thesis being prepared by Miss 
Ann Kennedy in the School of Business, 
University of Chicago. 


8. PRODUCT ANALYSIS 


8.1 Recent Changes in the Character of 
Civilian Textiles and Apparel, Laura 
Brown Webb, Monthly Labor Review, 
September, 1942. 


This article summarizes recent changes in 
the quality of textiles used in apparel for 
civilians, and limitations and quality changes 
in the textiles used for civilian manufacture 
of domestics and textile furnishings. It points 
out that some changes were made volun- 
tarily by manufacturers early in the war 
period to offset increased costs and that 
there has been a gradual disappearance from 
the market of all products involving the use 
of large quantities of metal, limited by gov- 
ernment order because of scarcity. 

Changes in the quality of fabrics after the 
United States entered the war are summar- 
ized in the article for wool, cotton, rayon, 
and leather, with the resulting changes i in 
the manufacture of civilian apparel. Govern- 
ment orders regarding style simplification 
and price controls for hosiery are also noted. 
A final section deals with changes made in 
the Cost-of-Living Index brought about by 
changes in the character of consumer goods. 


9. CONSUMER STUDIES 


g.1 Surveys Reveal Brand Preferences of 
Middle Class. Advertising Age, Sep- 
tember 27, 1943. 

This article briefly presents the findings of 

a three-way annual survey made by the Dell 

Publishing Company and covering cosmetics, 

drugs and homemaking products. It was 

found that the middle class have more spend- 
able income after tax deductions and have 
greater brand preferences than does any other 
income class. Readers who wish details on 
brand preferences by commodity and by in- 
come, city size and age of purchasers may 
wish to refer to the three publications, “The 

Survey of Beauty,” “Third Survey of Drug 

Products,” and “8th Survey of Home- 

making.” 
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9.2 Do Housewives Want Grade Labels? 
Philip Salisbury, Sales Management, 
August 15, 1943. 

The author attempts to summarize in this 
article the results of a survey which Ross- 
Federal conducted for Sales Management. 
Those interested in grade labeling will want 
to refer to the article for statistical details. 
The fact that two out of every three women 
say that they prefer the A-B-C plan of 
labeling to the present system used or a com- 
bination of both plans should be very 
thought-provoking to students of marketing. 


10. COST OF MARKETING 


10.1 The 1944 Outlook for marketing charges 
and costs was prepared for publication in the 
Marketing and Transportation Situation, by 
the Bureau of Agricultural Economics. 


The possible adverse effects of government 
regulation on agencies marketing farm 
products were appraised in the light of ratios 
of net profit less provison for taxes to in- 
vestment, and number of firms failing. The 
importance of current subsidy payments to 
processors of butter, beef, pork, and lamb in 
affecting market charges for the family food 
basket was evaluated. 


10.2 Data from the Bureau of Agricultural 
Economics’ recent publication, Estimated 
Volume of Long-Distance Trucking, were 
elaborated at the request of the Bureau of 
Labor Statistics to round out information on 
marketing margins for agricultural commodi- 
ties in the input-output study of the national 
economy being conducted at Harvard Univer- 
sity by Professor Wassily Leontieff. 


OPA data on costs of raw produce, con- 
tainers, condiments, direct labor, indirect 
operations, shipping cases, warehousing, 
shipping, and selling to fruit and vegetable 
canners are being assembled. Other data on 
fresh fruit and vegetable wholesalers’ mar- 
gins are being analyzed as part of the com- 
prehensive margin study under way in the 
Bureau. OPA and Tariff Commission data on 
mill margins and finishing costs for cotton 
are being collected as part of this study. 


11. FOREIGN TRADE 


11.1 The Bureau of Agricultural Economics 
has prepared material on methods for ob- 
taining wider food distribution on an inter- 
national basis for the Committee appointed 
by the United Nations Interim Commission 
on Food and Agriculture. This analysis was 
designed to show how the surpluses of some 
countries could be disposed of in others 
through channels of distribution which 
would not interfere with the customary out- 
lets for farm products. It will be used by the 
Committee in drawing up tentative plans for 
further discussion by the Commission. 


12. CO-OPERATIVE MARKETING 


12.1 Activities of Consumers’ Cooperatives 
in 1942. Operations of Credit Unions 
in 1942. Monthly Labor Review, 
October, 1943. 

Those readers interested in the activities 
of consumer cooperation will find much of 
value in the tables and summary presented 
in this ten page report. It appears that in 
spite of wartime restriction of commodities 
and the regulation of sales, ‘the year 1942 
was marked by substantial increases in co- 
operative business and earnings... . Co- 
operative wholesaling was particularly suc- 
cessful and for most of the wholesalers the 
1942 sales represented an all-time high.” 

. On the other hand, in 1942, “for the first 
time since the Bureau of Labor Statistics has 
been compiling data on the operations of 
credit unions, the credit branch of the co- 
operative movement showed a downward 
trend.” This situation was not peculiar to 
credit unions, however, but was “‘shared by 
all types of lending agencies though not all 
have shown such sharp declines.”’ Although 
a major part of the data pertains to the year 
1942, some comparisons with earlier years 
are made. 


13. CREDIT—MERCANTILE AND RE- 
TAIL 
13.1 Instalment Credit Comes of Age. Albert 
Haring, National Retail Furniture 
Association, Chicago, 1943, pp. 85. 
The first 34 pages of this study are given 
over to an outline of the development and 
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use of charge account credit, instalment 
credit, and add-ons and budget accounts up 
to the advent of World War II. In the pre- 
liminary discussion Dr. Haring contends that 
durable consumer goods, even though pur- 
chased on long terms, are real savings, as 
contrasted to money savings, although such 
real savings lack the fluidity of money sav- 
ings and are difficult to evaluate. He fully 
agrees with Paul F. Douglass’ statement: 
“Credit for consumers has therefore ex- 
panded beyond the stage where it can be 
condemned or justified. Its existence is al- 
most a universal reality in the life of the in- 
dividual and the family. It must be studied 
for purposes of social control.” 

In the remaining portion of this part of 
the monograph Dr. Haring covers familiar 
ground. In doing so he offers a table on 1941 
time selling income and direct expense for 
typical retail furniture stores, which shows 
that after income is deducted from direct 
expense the net cost that remains is only .oS, 
.76, and .27 per cent of net sales for large, 
medium and small stores respectively. There 
is presented also a brief summary of the find- 
ings of a survey made by the National Retail 
Furniture Association to learn what hap- 
pened to add-ons during 1942. The survey 
indicated a substantial decline, both abso- 
lutely and relatively, in add-on business. 

The last 50 pages of the pamphlet, except 
for the final chapter on future trends, deal 
entirely with problems of government con- 
trol of instalment merchandise credit. 

In passing judgment on Regulation W the 
author states that (1) it has done an excel- 
lent job of decreasing consumer credit; (2) 
the Federal Reserve Board has shown a 
commendable willingness to modify —— 
rules in cases of serious injustice; (3) “ 
general, it would appear that no Re Poe 
type of competitor is greatly favored”’; (4) 
the Board’s methods have engendered co- 
operation rather than antagonism; (5) it has 
been careful to avoid changing long-estab- 
lished business habits; (6) the reliance upon 
the control of down payments and shorter 
terms, “‘by its very nature, hit the lower in- 
come groups harder than the more wealthy,” 
which is ‘‘an unfortunate outcome and may 


have been unavoidable’’; and (7) a uniform 
regulation, such as this, fails to take account 
of sectional differences in credit practice, 
incomes and standards of living. 

On the question of whether Regulation W 
should be permanent the author says, “If 
the American public will demand, in a post- 
war world, that business cycles (particularly 
depressions) be controlled, consumer credit 
is an inevitable part of such an over-all 
business stabilization program but there is 
no logic in proposing credit control alone as a 
full stabilizer.” 

Glancing into the postwar future, Dr. 
Haring states that “certain” credit abuses 
must be eradicated, that the field of inter- 
mediate credit (add-ons, coupon books, and 
so on) will expand greatly and improve its 
techniques, and that consumer credit will 
play an even more important part in our 
economy. 


14. RETAILING 


14.1 Operating Results of Department and 
Speciality Stores in 1942. Malcolm P. 
McNair, Bureau of Business Re- 
search, Harvard University, Boston, 


1943, 52 Pp- 


The present issue covers 477 department 
and specialty stores which account for ap- 
proximately 31 per cent of the total sales of 
all such stores in 1942. The findings are es- 
pecially interesting because they reflect war- 
time conditions. Dollars sales increased 12.4 
per cent over 1941, but the physical volume 
very little. After income and excess profits 
taxes, which commonly took 6.1 per cent of 
sales, were deducted there was left 3.65 per 
cent of sales for dividends and surplus. 

The percentage of total sales accounted 
for by the home furnishings departments has 
declined because of the restrictions on the 
manufacture and sale of such lines as wash- 
ing machines and vacuum cleaners. 

Wartime credit regulations caused the 
average percentage relationship of accounts 
receivable to average accounts receivable 
outstanding, which varied from 21.5 to 25.0 
per cent in 1941, to drop to a typical figure 
of 21.0 per cent in 1942. Such regulations, 
along with the increased cash in the hands of 
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the workers, resulted in a drop in the rela- 
tive importance of credit sales. Customer re- 
turns and allowances (9.6 per cent for de- 
partment stores) were the lowest in fourteen 
years. Delivery restrictions resulted in lower 
cost percentages for this activity in 1942 
than in 1941. 

This issue deserves the special attention of 
all who are interested in retailing because it 
brings to light the effects of these, and many 
other, war conditions upon the operating 
figures of department and specialty stores. 
(See 14.2) 


14.2 Wartime Inflation and Department 
Stores. Malcolm P. McNair. Har- 
vard Business Review, Vol. XXII, 
No. I. 


In this article the author maintains and 
presents statistical proof of his point that 
the gloomy forecasts of 1940-41 regarding 
retail distribution have not come true. It 
was claimed that the American economy 
could not have both guns and butter. “It 
was freely predicted that as many as 300,000 
retailers (net) would have to quit business 
in 1942, that the physical volume of goods 
sold at retail would drop at least to the low 
level of the depression years of the 1930’s 
that the margin of gross profit would be, 
squeezed intolerably by price control, that 
wages and other costs would rise, and that 
only a few of the more fortunately situated 
and better managed stores would be able to 
make a profit, while a somewhat larger num- 
ber would be lucky to break even and the 
great bulk of retail enterprises would find 
themselves in the red.” 

Dr. McNair points out that, although 
there have been business discontinuances 
and price “‘squeezes’”’ among certain types 
and sizes of businesses, by and large “‘operat- 
ing results have been surprisingly better 
than expectation.”” He presents and care- 
fully analyzes 1942 data for 51 department 
stores as a case in point. He shows that de- 
partment store dollar sales forged ahead to 
new levels in 1942, which increase reflects 
the inflationary increase in consumer in- 
comes. However, the final net return after 
corporate income and excess profits taxes 


were taken out was practically the same as in 
1941 despite the 12% increase in sales. 

The author analyzes the increase in “‘earn- 
ings before taxes’? and concludes that, al- 
though operating expenses decreased some- 
what, “‘considering the conjuncture of factors 
favorable to the reduction of expense... 
it is a tenable argument that thoroughly 
alert managements should have achieved 
even greater reductions in expense outlays.” 
Dr. McNair claims that a major part of the 
reduction in department store expense per- 
centages in 1942 was due to (1) the inflation- 
ary movement of prices and (2) the enforced 
restriction of services. If these factors had 
been absent, there is little evidence that the 
efforts of management would have obtained 
any marked reduction in expense percentage. 
For example, there was no satisfactory indi- 
cation of significant increases in such indexes 
of physical efficiency as the number of sales 
transactions per employee and the number of 
sales transactions per square foot of total 
space. The author concludes the discussion 
of this point with the statement that in the 
long run, after the war, department stores 
“will be able to maintain their position in 
the field of distribution only by the kind of 
radical thinking on the part of management 
that produces a large physical output per 
capita of persons employed and per square 
foot of space occupied.”’ The reviewer knows 
of no proof that types of retail distributors 
other than department stores tend, or are 
likely to move, toward such an increase in 
physical efficiency. 

In addition, gross margin which accounts 
for one-fifth of the gain in “earnings before 
taxes’’ in 1942 surprisingly increased. The 
author points out that ‘“‘although periods of 
rising prices and advancing sales volume 
commonly are accompanied in normal times 
by higher gross margin percentages, it had 
been expected that the ‘squeezing’ effects of 
price ceilings in 1942 would produce a re- 
verse of the customary trend.” Here again, 
Dr. McNair claims, department store man- 
agement did not take advantage of an ex- 
cellent opportunity of winning patronage by 
decreasing margins. The reader may be in- 
terested in a point in this connection not 
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made by the author but apparent from a 
study of the data presented in the article. 
Since net return after taxes varied little and 
operating expense decreased slightly while 
taxes increased sixfold from 1940 to 1942, 
it follows that (since gross margins were 
maintained throughout) the tax was passed 
on to the consumer. In other words, it ap- 
pears that the federal tax on income of de- 
partment stores has operated much as would 
a sales tax, to force operating costs down 
somewhat, but also to raise margins, raise 
consumer prices, and leave merchants’ net 
gain essentially constant. 

Dr. McNair, in addition, breaks down his 
analysis by size of department store which 
supports his thesis that (1) retail distribution 
has not to date suffered the apprehensions 
of the pessimists; and (2) that management 
of department stores have not taken ad- 
vantage of a golden opportunity to make 
ready for the postwar competition. (See 
14.1) 


14.3 Dr. N. H. Comish, Professor of Busi- 
ness Administration, University of Oregon, 
has completed his study on Buying in 529 
Selected Oregon Stores, a progress report of 
which was given in the July issue of the 
Journat. The results are being published in 
a series of nine articles in the Oregon Mer- 
chant’s Magazine, the first of which appeared 
in the September issue. 


Data for the study were gathered in per- 
sonal interviews with selected types of 
merchants scattered throughout the state 
with the exception of the eastern part. The 
information was gathered in 1941 and the 
spring of 1942. The survey covers repre- 
sentative men’s wear, women’s wear, de- 
partment, grocery, sporting goods, office 
supply and stationery, hardware, household 
appliance, feed and seed, jewelry, furniture, 
variety, general merchandise, flower, drug, 
auto supply, shoe and miscellaneous stores. 
Over one-half of the stores did a business of 
less than $50,000 a year. 

The purposes of the investigation were: 
(1) to determine the relative importance of 
those who do the buying in the different 
types of stores; (2) the relative significance 


of buying resources used in different store 
classifications; (3) the proportionate im- 
portance of the different methods of buying, 
both cooperative and private; (4) the extent 
to which buyers take advantage of trading 
points; and (5) to suggest improvements in 
buying for Oregon stores. 

Copies of the issues of the Oregon Mer- 
chants’ Magazine in which the articles are 
appearing may be purchased at 15 cents each 
from the Oregon Merchants’ Magazine, 
Weatherly Building, Portland, Oregon. 


14.4 Trade Diversion. Arthur L. Garniss, 
New York Council on Retail Trade 
Diversion, Inc., New York, 1943, 
16 pp. 


Since one of postwar’s most pressing dis- 
tribution problems will be the disposal ot 
surplus war stocks, there is every likelihood 
that the so-called “‘discount-house” type of 
operator will return to the scene soon after 
peace is declared. This study is an attempt 
to awaken interest in and to suggest methods 
of combatting che “I can get it for you whole- 
sale” evil. 

The author feels that the solution to the 
problem is largely in the hands of the manu- 
facturers and established retailers. He advo- 
cates sound planning of the following nature: 
(1) Voluntary commitments by established 
retailers to clean their own houses. (2) Re- 
storation by manufacturers of consumer 
goods of sound sales policies predicated on 
distributing their products _ essentially 
through “retailers performing necessary 
services.” (3) Voluntary decision by manu- 
facturers to cease unlimited forms of buying 
or selling that are competitive to retailers of 
their own products. (4) Recognition by 
manufacturers of the obligation of enforce- 
ment when and if they place merchandise 
under fair-trade contracts. (See April, 1942 
issue; item 13.1) 


14.5 The Chamber of Commerce of the 
United States has recently prepared a bro- 
chure entitled Appraising Post-War Op- 
portunities for Retailing. The bulletin out- 
lines suggestions and procedures for analyz- 
ing anticipated problems, devising methods 
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for dealing with those problems, and for 
rehabilitating and expanding retailing in the 
postwar era. It was prepared especially for 
the use of commercial organization execu- 
tives and committees concerned with prob- 
lems of retailers. 


15. TRANSPORTATION 


15.1 Effective Transportation Conservation 
While Maintaining Distribution. 
Frank Blumer, Industrial Marketing, 
July, 1943. 

The plan for conserving transportation 
facilities, while at the same time maintaining 
satisfactory physical distribution of the 
product, that is given in this article was 
initiated by the Lamp Department of the 
General Electric Company for its chain of 
warehouses. Its principal elements are: 

1. The simplification of clerical effort by 
encouraging customers to order less fre- 
quently (number of orders can be reduced 
60% to 80%), using fewer telegrams and 
telephone calls, eliminating special deliveries 
and “‘will calls” (as required by the Office of 
Defense Transportation on non-war orders), 
simplifying office routine, and employing a 
system of periodic shipments, as on a cer- 
tain day each week. 

2. More effective use of warehouse labor 
by means of package standardization, reduc- 
tion of the number of shipping papers and 
records, and the decrease in interruptions to 
the flow of orders that results from a smaller 
number of shipments. 

3. Conservation of transportation facili- 
ties that is achieved by eliminating “empty” 
miles, reducing cross-hauling and parallel 
routes, decreasing “pick-ups,” increasing the 
load factor, shipping to large cities only once 
a week, and developing equipment pooling 
plans where possible. 

This plan enabled one company to in- 
crease deliveries 15% while reducing mileage 
by one-third. 


15.2 4 preliminary report on livestock trans- 
portation for the Corn Belt Livestock Mark- 
eting Research Committee has been prepared 


by the Bureau of Agricultural Economics and 
will be printed after Committee approval. 
The Bureau rrepresentative was also dele- 
gated to prepare a preliminary report on 
transportation conservation recommenda- 
tions developed in the research studies of the 
Committee. This will go to the Office of 
Defense Transportation, which has been 
using the Committee’s findings in the prepa- 
ration of its livestock transportation pro- 
grams. 


18. FEDERAL, STATE, LOCAL REGULA- 
TION 


18.1 Grade Labeling as It Now Stands, 
Printers’ Ink, August 6, 1943. 


Herein is discussed the “battle of labels” 
which is momentarily won by the anti-label 
camp. With the passage of the Commodity 
Credit Corporation bill on July 16th, which 
amended the Emergency Price Control Act, 
the law prohibiting grade labeling by O.P.A. 
was repealed and the prohibition of label 
activities is now transferred to the Price 
Control Act itself. 


21. PRICES AND PRICE POLICIES 


21.1 Basing Point Problems. Saul Nelson, 
The American Economic Review, 
September, 1943. 


The discussion of basing point problems 
and policy by Professors Clark and Mund 
was referred to in the October, 1943 issue of 
this JOURNAL (page 206). This discussion is 
carried a step further in the September, 1943 
issue of The American Economic Review and 
is finally rounded off by a comment from 
Saul Nelson, in which he points out that the 
shifting location of demand for such products 
as steel and cement is a matter which merits 
considerable emphasis in any consideration 
of geographic price patterns. In this note 
Nelson comes to the conclusion, which he 
develops with considerable logic, that the 
only practical solution for many actual mar- 
ket situations is one involving some form of 
“freight absorption.” He goes on to point 
out that “price discrimination” may occur 
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either from the point of view of the seller 
or that of the buyer. The latter possibility 
Nelson feels has not had sufficient attention. 
He concludes his comment with the sen- 
tence: ““The judgment as to whether the price 
structure observed in a particular industry 
is, in fact, monopolistic must be reached by 
a careful examination of its origin, details 
and effects, and not on the basis of abstract 
reasoning unrelated to the world we live in.” 


21.2 United States average prices paid for 
food by consumers have been derived by the 
Bureau of Agricultural Economics from 
survey material covering family expendi- 
tures in farm, rural non-farm, and urban 
areas for early 1942. These were then used as 
a basis for adjusting the Bureau of Labor 
Statistics city retail prices to a United States 
average price for all localities. This adjusted 
price series will be used in revising farm- 
retail price spreads for food products. The 
general direction of adjustment is downward. 
A procedure for estimating the prices paid 
farmers for good grade beef cattle and esti- 
mates from 1913 to date for comparison with 
retail prices of carcass cuts have been pre- 
pared by the Bureau. 


22. GENERAL MARKET STATISTICS 


22.1 Population Statistics. The Bureau of the 
Census has just issued two publications 
which are of interest to marketing organiza- 
tions. The first “Population of Unincorpo- 
rated Communities, 1940”’ presents the total 
1940 population for those unincorporated 
places of 500 or more inhabitants for which 
it was possible to compile separate figures 
from the returns of the census enumerators. 

The second is a map of the United States 
showing population density by minor civil 
divisions in 1940. This map is on a scale of 
approximately 40 miles to the inch and por- 
trays in shades of brown the population per 
square mile by the county political sub- 
divisions grouped into nine density bands. 
The names and boundaries of the counties 
appear upon the map, also the principal city 
in each State. 


23. MARKET AREA STUDIES 


23.1 New York City Market Analysis. News 
Syndicate Co., Inc., The New York 
Times Co., Daily Mirror, Inc., 
Hearst Consolidated Publications, 
Inc., New York, 1943. $10.00. 


This is a new edition, based on 1940 Cen- 
sus figures. It was done under the general 
direction of Mr. Sherman P. Storer of The 
News. The basic method and arrangement 
are the same as that of its predecessor, al- 
though the exhaustiveness of the previous 
work has even been excelled in certain par- 
ticulars of the present edition. It includes 
areas which were without residential popula- 
tion ten years ago. The present study also 
shows both actual rentals and estimated 
family expenditures. Furthermore, whereas 
in the previous edition field work was done 
only for those census tracts where the Cen- 
sus of 1930 showed wide fluctuations in 
rentals and in the value of owned homes, in 
the current study every one of the 3,072 
populated census tracts was covered by re- 
search workers. 

“Wherever there was any question as to 
the rental group in which a dwelling be- 
longed, the classification was determined by 
personal interviews with owners, occupants, 
or real estate agents. We have endeavored by 
check and recheck to make the job as ac- 
curate as possible.” The thoroughness of the 
work can hardly be questioned. It is unfor- 
tunate, however, that, being based upon the 
1940 Census, it does not show the upward 
swing of incomes caused by war conditions. 
It would greatly increase the value of the 
study if the research staff which managed the 
investigation could develop some formula, 
even though only of approximate accuracy, 
whereby these data could be made to reflect 
present family expenditure patterns. Quite 
probably this has been found by them to be 
impossible. 


23.2 A Study of Retail Trade Areas in East 
Central Illinois. P. D. Converse, 
Bureau of Economic and Business 
Research, University of Illinois, Ur- 
bana, 1943, pp. 68. 
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The study is based upon 1,150 question- 
naire interviews with consumers distributed 
among one primary trading center (over 
10,000 population), seven secondary trading 
centers (1,000—10,000 population) and twelve 
villages. The interviewing was done by mem- 
bers of Dr. Converse’s marketing research 
class. The consumers were asked where they 
“usually purchased,” and in some cases, 
where they “last bought,” certain conven- 
ience and shopping goods, and several serv- 
ices. Tables are presented for the twenty 
towns studied (there being, of course, many 
others in this area, which is about as large 
as New Jersey, that were not covered by the 
study), showing the movement of trade from 
each of them. The tabulations include mail- 
order purchases and also the percentage pur- 
chased in and outside the county in which 
the town is located. 

An example of the vagaries of retail trade 
movement brought to light by the study is 
afforded by Danville and Champaign-Ur- 
bana, which are of the same size and equi- 
distant from the village of Cissna Park. Yet 
the former secures three and one-half times 
as much of its trade as the latter due to 
habits established in “pre-automobile days.” 

Another interesting fact shown is that over 
one-sixth of the reasons given for buying 
out-of-town, such as “visiting friends,” 
“husband works there,” and so on do not 
relate to shopping per se. 

Besides affording businessmen who are 
concerned with selling in this area, data on 
retail trade flow, the study was also aimed at 
(1) testing Reilly’s law of retail gravitation, 
and (2) measuring the correlation between 
trade movement and newspaper circulation. 
“In the territory studied, the law of retail 
gravitation was found to locate boundaries 
of retail areas and to predict the movement 
of trade to primary trading centers by con- 
sumers living near these boundaries with a 
relatively high degree of accuracy (coefficient 
of correlation +.88). Several years usually 
elapse before consumers change their shop- 
ping practices to agree with changed trans- 
portation facilities, and changed highway 
distances to, and relative populations of, 
competing trading centers. The law does not 


predict trade movements perfectly from 
towns in which such adjustments have not 
been completed.” ‘Moreover, when the 
larger town is more than eight or ten times 
the size of the smaller town, the law seems to 
attach toolittle weight to thedistance factor.” 

Retail trade movement correlates almost 
perfectly with newspaper circulation in some 
instances while in other cases there is con- 
siderable divergence. “The data gathered 
in this survey do, however, indicate that a 
paper can pull relatively little trade into its 
town from consumers living more than five 
miles beyond the mathematically computed 
boundaries of its trade areas.” 


25. WAR—GENERAL 


25.1 The Standards of Living in Wartime. 
Faith M. Williams, The Annals of 
the American Academy of Political 
and Social Science, September, 1943. 


The author claims that, although a major- 
ity of the people in the United States believe 
that they have made and are making impor- 
tant sacrifices during this war, “there is very 
little evidence, however, that many Ameri- 
cans who are not themselves in the armed 
forces or who have not seen members of their 
families go into military service have made 
any readjustment in their ways of living, so 
far in this war, which could be called sacri- 
fice.” 

To support her thesis Dr. Williams pre- 
sents and discusses recent data on income 
and population changes; expenditures on 
housing, food, clothing, textile housefurnish- 
ings, durable goods, fuels, and other goods 
and services; and changes in cost of living. 

The author concludes that the consumer 
“will be as well supplied with essential goods 
and services in 1943 as in 1939 (except pos- 
sibly as regards housing, medical care, and 
laundry services) if the problems of distribu- 
tion are properly handled.” 


25.2 The Postwar Low Price House. Practi- 
cal Builder and Building Supply 

News, Chicago, 1943, Io pp. 
This very sensible approach to a problem 
which has had considerable attention in- 
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dicates that the difficulties in the way of 
low-priced, prefabricated houses will be 
much greater than usually supposed. New 
and sensational features in homes, it is pre- 
dicted, will first be tried in the more expen- 
sive ones, many will be discarded but some 
will eventually be available in the more 
popular-priced houses. (This publication is 
not available for general distribution but 
will be sent to anyone writing on the letter- 
head of a building material manufacturer.) 


25.3 A Procedure for Community Postwar 
Planning, Chamber of Commerce of 
the United States, 1943. 


This is a report on the postwar community 
planning survey conducted in Albert Lea, 
Minnesota, a city of 12,000 population and 
the business center of a county of more than 
30,000 people. It has an active chamber of 
commerce and several trade associations of 
businessmen in individual commodity fields. 

A trial survey of its postwar agricultural 
and industrial facilities has just been com- 
pleted by its local business organizations, in 
cooperation with the Committee for Eco- 
nomic Development, the University of 
Minnesota, the Chamber of Commerce of 
the United States, the Federal Reserve Bank 
of Minneapolis, and other outside agencies, 
which have formed a “Northwest Research 
Committee.” 

In October, the committee announced that 
a comprehensive survey had been completed 
which involved the checking of buying. in- 
tentions—from alarm clocks to silos—of 
everyone in the market area. “We have found 
that the city itself and Freeborn County 
will have a pent-up buying urge after the 
war which should account for millions of 
dollars worth of goods and services.” 

It was found, for example, that the city’s 
residents desired 1,156 new automobiles and 
that there would presumably be a demand 
for a labor force of 6,600 persons to meet the 
business needs of the city and its market 
area. Data were also obtained on the exact 
amount of expected repairs, new construc- 
tion, and equipment and supplies of every 
business firm and housewife in the com- 
munity. 


The formula followed in Albert Lea will 
be extended to some go other municipalities 
in the Northwest during coming months. It 
conforms in large part to the detailed pro- 
gram outlined in the recent United States 
Department of Commerce publication, Com- 
munity Action for Postwar fobs and Profits. 


25.4 Concentration of the Stove Industry. 
Theodore Geiger, Harvard Business 
Review, Vol. XXII, No. 1. 


In this article the author discusses the 
problems resulting from concentrating ci- 
vilian production in a few nucleus plants 
while converting the remainder of the in- 
dustry to war work. Because Britain has 
used this plan, because United States govern- 
ment officials have from time to time called 
attention to the possible necessity for such 
planned concentration in this country, and 
because the author believes that, if the war 
lasts long enough and if labor and raw ma- 
terial shortages become much more acute, 
such concentration will be necessary in many 
industries, some readers will be interested in 
the description of the stove concentration 
program. The general! problems of concentra- 
tion were discussed by Dr. Arthur R. Burns 
in an article in the spring number of the 
Harvard Business Review. 

As the author points out, the domestic 
cooking and heating stove industry offers the 
best illustration of these problems of con- 
centration for the following reasons: (1) the 
program involved almost all stove producers; 
(2) the program has been in effect for a con- 
siderable length of time—since May, 1942; 
(3) the formula used is a simple one; and (4) 
the results of the program are known and 
have been analyzed. 

The author concludes that experience with 
the stove industry has demonstrated that 
with adequate safeguards concentration of 
civilian production is both desirable and 
practicable in wartime. 


25.5 Food Production Policies in Wartime. 
Sherman E. Johnson, Fournal of 

Farm Economics, August, 1934. 
This paper was presented before the West- 
ern Farm Economics Association in June, 
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1943. The views expressed in it are those of 
the author, not necessarily of the Food 
Production Administration. They were pre- 
sented for discussion purposes and the ques- 
tions raised will be of real interest to many 
students of marketing. Johnson points out 
that there are at least five different program 
approaches that might be considered as 
alternatives in attempting to achieve maxi- 
mum production. These are: 


1. Uncontrolled prices 


2. Support prices and government assist- 
ance in providing labor, machinery and 
other supplies 


3. Support prices, goals, material grants 
and war risk insurance 


4. Production contracts 
5. Production allocations 


Johnson’s summary is in part as follows: 
“Production of farm products is carried out 
on six million farms. To attain maximum 
output of the products we need most on that 
many different units is no simple system. At 
one extreme are those persons who would 
abolish all attempts at directing the course 
of agricultural production. They prefer alter- 
native No. 1. At the other extreme are those 
who say we cannot fight a successful war 
without gearing all production closely to our 
specific war needs along the lines of alterna- 
tive No. 5... . Perhaps the inherent patriot- 
ism of farmers can be stimulated to greater 
effort by encouraging voluntary action to the 
fullest possible extent. That approach will re- 
quire much more work with individual 
farmers on their production problems than 
we have undertaken so far.” A discussion of 
these alternatives by marketing as well as 
by production people might prove of con- 
siderable value. 


26. MISCELLANEOUS 


26.1 Color Standardization in Marketing.—In 
marketing and standardization problems 
that concern color—and they range from 
carrots and butter to plastics and metal—the 
use of the notation and charts of the Munsell 


color system will be employed to an increas- 
ing extent now that basic data on this system 
have been published. During the last 15 
years there has been unprecedented activity 
in the field of color standardization. In the 
July 1943 Fournal of the Optical Society of 
America four papers appear that provide 
standardization for Munsell color work—one 
very practical phase of color work that is 
used increasingly in agricultural and com- 
mercial standards. A large part of the work 
reported in these articles has been carried on 
in the Food Distribution Administration in 
connection with standards for farm products. 
Because of this work, color measurements 
can be coordinated and converted from one 
method of expression to another, if they are 
made (1) by spectrophotometric means, (2) 
in I.C.I. terms, (3) by Munsell notation, or 
(4) in Inter-Society Color Council—National 
Bureau of Standards color names. The re- 
ports provide information that makes the 
publication of the American Standards As- 
sociation— American War Standards for the 
Specification and Description of Color, ASA- 
Z44-1942—which includes all four methods, 
a very practical and permanent standard for 
color specification. 


26.2 Dun & Bradstreet, Inc., has recently 
compiled additional data on Business Births 
and Deaths, as indicated by names added and 
dropped from their reference books. The re- 
sults of these compilations were published in 
the September issue of Dun’s Review and 
subsequent issue. A comparison of changes 
in the business population with changes in 
the civilian population was compiled and re- 
leased in mimeographed form. The company 
hopes to publish a further analysis of business 
births and deaths in the summer of 1943, by 
trade and industries and to include compari- 
sons with data for the summer of 1942. 


26.3 Bureau of Labor Statistics. 


26.3.1 Cost of Living Statistics —The report 
of a Special Committee of the American 
Statistical Association on the Bureau’s cost 
of living index was released on October Io, 
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and copies are available from the Bureau. 
(See 26.5). 

An article entitled “Bureau of Labor 
Statistics’ Cost of Living Index in War- 
time,” published in the July 1943 issue of the 
Monthly Labor Review, summarizes the 
monthly adjustments in the index reflecting 
changes in wartime buying due to shortages 
and rationing. The adjustments include 
computation of new population weights for 
combining the cost of goods purchased by 
wage earners and lower-salaried workers into 
a composite index for the large cities. This 
revision takes into account the shifts in 
population due to migration of industrial 
workers to centers of war activity. 

Since July, the Insular Department of 
Labor has continued the computation of the 
cost of living index for Puerto Rico, formerly 
prepared by the Bureau. Indexes were previ- 
ously computed for six Puerto Rican munci- 
palities but lack of funds has required the 
discontinuance of two—those for Comerio 
and Cabo Rojo. Extensive tests have shown 
that this reduction does not impair the 
authenticity of the Island index. Copies of 
the monthly Puerto Rican cost of living re- 
port will continue to be available through the 
Bureau of Labor Statistics. 

The Bureau recently conducted a survey 
of comparative living costs in § cities where 
there are large numbers of aircraft workers. 
A report showing the cost of living in Los 
Angeles, California, and Phoenix and Tucson, 
Arizona became available in October. Re- 
ports of living costs in San Diego, California 
and Wichita, Kansas were published in 
November. 

The Prices and Cost of Living Branch of 
the Bureau of Labor Statistics is being re- 
organized along commodity lines. The princi- 
pal divisions dealing with prices and index 
numbers will be the Consumers’ Prices Divi- 
sion, Cost of Living Division, General Price 
Research and Indexes Division, and Indus- 
trial Prices Division. The divisions will be 
composed of sections, each of which will 
handle all prices, at whatever level, on a 
given commodity. For example, some of the 
sections are: Food; Rent; Textiles, Fibers 


and Leather Goods; Durable goods and 
Services; Metals and Machinery, et al. 


26.3.2 Wage Rates and Hourly Earnings. 
—The Bureau of Labor Statistics has com- 
pleted a field survey of wage rates on the 
largest scale ever attempted. Wage rates 
were obtained for the key occupations of 
leading manufacturing and non-manufactur- 
ing industries in more than 400 communities. 
Between March and October of this year 
more than 65,000 establishments were visited. 
The wage information is being assembled and 
summarized in each of the 12 regional wage 
offices of the Bureau. 

Present plans provide for similar surveys 
of approximately the same industries and 
areas at least once a year. The second of the 
series of surveys began about November 1, 
1943. These surveys were undertaken pri- 
marily for the purpose of supplying wage 
data to the National War Labor Board, but 
the results have been useful to the War Man- 
power Commission and other government 
agencies. Wage information based on these 
studies is being made available through gen- 
eral and special releases. 

The Bureau has recently made a nation- 
wide survey of straight-time average hourly 
earnings in the nonferrous metals industry. 
Figures for the Tri-State Area have already 
been released in mimeographed form, and the 
November issue of the Monthly Labor Re- 
view presented figures for smelting and refin- 
ing of nonferrous metals in other regions. 
Wage data for other branches of the industry 
will appear in another forthcoming issue of 
the Review. The October issue of the Review 
contained an article on “The Level of 
Factory Wage Rates in Wartime.” In the 
article an over-all distribution of workers in 
manufacturing industries by hourly wage 
rates, January 1941 and June 1943, is given, 
as well as a similar distribution for June 1943 
by war and nonwar industries. 

General wage surveys have also been 
undertaken in the ferrous metals, airframe, 
and aircraft engine industries, and reports 
based on these studies will be available at a 
later date. 
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26.4 Observations on the Cost of Living 
Index of the Bureau of Labor Statis- 
tics. Lazare Teper, Fournal of The 
American Statistical Association, Sep- 
tember, 1943. 


In this article Teper raises numerous ques- 
tions about the adequacy and accuracy of the 
cost of living indexes for certain specific pur- 
poses to which they are frequently put. 

Aryness Joy Wickens and Faith Williams 
reply to some of Teper’s questions but they 
leave part of the discussion to the report of 
the committee of The American Statistical 
Association on cost of living indexes. (See 
26.5.) Among the questions which are dis- 
cussed pro and con are the following: 


(1) The effects of prices charged on “black 
markets.” The B.L.S. has not attempted to 
obtain black market prices but the index 
does contain some prices which are above the 
O.P.A. ceiling levels. 

(2) The effect of the decline in sales events, 
particularly in department stores. Since no 
figures are available to indicate the extent to 
which wage earners and lower salaried groups 
have in the past made use of special sales, 
there is no way of correcting for whatever 
change may have occurred. 

(3) Changes in quality of consumer goods 
at different price levels. The B.L.S. has long 
been interested in more nearly adequate 
quality specifications and even in laboratory 
tests. Legislation requiring grade labeling 
has so far been politically impossible and 
funds have not been available to the B.L.S. 
with which to conduct laboratory tests. 

(4) Does the present cost of living index 
measure only changes in the cost of living or, 
under wartime conditions, in the plane of 
living as well? As a matter of fact, it seems 
to measure changes in the cost of that part 
of consumption which is still reasonably 
available, omitting any consideration of 
automobiles and other durable goods which 
were dropped from the index in January, 
1942. Presumably it is expected that the 
plane of living with respect to those items 
which are available will move relative to 
prices, while the money previously used for 


durables will be available either for savings 
and future purchases of durables or for 
changes in other phases of the plane of 
living. 


26.5 An Appraisal of the United States 
Bureau of Labor Statistics Cost of 
Living Index by a Special Committee 
of the American Statistical Associa- 
tion. (Mimeographed release from 
The Association, October 10, 1943, 
pp. 22). 

The Committee considered eleven specific 
questions pertaining to this Cost of Living 
Index, and gives its findings on each issue 
raised by them. In some instances its con- 
clusions are based upon field check-studies. 
In others, an exhaustive examination of the 
Bureau’s procedures was relied upon by the 
Committee. 

The report of the Committee states: “The 
principal conclusions to which we have come 
are: First, that within the limitations estab- 
lished for it, the Cost of Living Index pro- 
vides a trustworthy measure of changes in 
the prices paid by consumers for goods and 
services. Second, that many of the difficulties 
and doubts which have arisen concerning 
the index have their origins in attempts to 
use it uncritically for purposes to which it is 
not adapted.” The report goes on to say that 
the Index is designed solely to measure 
changes in family expenditures caused by 
shifts in unit prices, and not those changes 
due to alterations in manner of living and in 
income. “After careful examination of the 
relevant evidence we believe that the index 
records with a satisfactory degree of ac- 
curacy what has happened to unit prices 
paid for consumers’ goods by city families of 
moderate income.” 

The Committee makes numerous recom- 
mendations for the expansion of the Bureau’s 
cost of living and price studies, one of which 
is to provide separate regional indexes of 
changes in city living costs, and another, of 
special interest to marketing men, to make 
frequent small sample studies of family ex- 
penditures and income and a comprehensive 
study every five years. 
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26.6 Monthly Labor Force Statistics. The 
Bureau of the Census has put into operation 
a revised sample for the Monthly Report on 
the Labor Force, which incorporates several 
new developments in sampling techniques 
believed to possess a number of advantages 
over the one formerly used. This monthly 
survey, which has been in operation since 
April 1940, was originally designed primarily 
to provide estimates of unemployment, but 
under present conditions is being used to 
indicate changes in the size of the labor force, 
the number employed, their hours of work, 
and related information. 

The basic operating plan is similar in that 
a subsample of individual households is 
selected from a limited number of primary 
sampling units scattered throughout the 
Nation. These primary sampling units were 
formerly individual counties but in the new 
plan are either large individual counties or 
combinations of two or three contiguous 
counties. Combinations of contiguous coun- 
ties were made in such a manner as to com- 
bine, as far as possible, counties with unlike 
characteristics. This procedure had the effect 
of reducing variation among the primary 
sampling units—and important considera- 
tion when only a relatively small number of 
primary sampling units is to be used. 

Sixty-seven primary sampling units are 
included in the new sample (including the 
twelve largest cities and portions of their 
metropolitan areas). These units, excluding 
the 12 largest cities, were stratified on the 
basis of degree of urbanization, geographic 
location, migration since 1940, industrial 
composition for urban areas, and type of 
farming for the rural areas. 

Within each of the selected primary 
sampling units a stratified sample of indi- 
vidual households was selected. Instead of as- 
signing fixed quotas, as is done in the present 
sample, a modification was used whereby a 
fixed ratio of dwelling units is taken from 
selected subareas. The principle of sampling 
a fixed ratio of dwelling units has the effect 
of automatically adjusting the sample for 
large population movements. The subareas 
used were blocks in cities which had 50,000 


persons in 1930, and for which 1940 block 
statistics are therefore available, and were 
enumeration districts in all other places. All 
of the subareas in the United States were 
stratified within their respective primary 
sampling unit strata. Subareas from each of 
the selected primary sampling units were 
then chosen on the basis of these stratifica- 
tions. The subsampling ratios were allocated 
in such a manner that the households selected 
from a primary sampling unit represented the 
stratum from which the primary unit was 
chosen, rather than the particular primary 
unit that happened to be selected. 

The introduction of the new sampling 
procedures should increase the precision of 
all labor force estimates and particularly 
those subdivisions pertaining to agriculture. 
In addition, as a result of increasing the 
coverage of the national sample to include 
the 12 largest cities instead of only the five 
largest, the number in the present sample, 
national estimates will be materially im- 
proved. Moreover, direct information will 
be provided on a number of local areas for 
which there has been recurrent demand from 
various Federal agencies. Furthermore, the 
new sample includes a greater proportion of 
relatively large counties, and hence many 
cities which are important in connection 
with manpower, housing, production, and 
other major problems. 


26.7 Subsidies and Inflation. Seymour E. 
Harris, The American Economic Re- 
view, September, 1943. 


“This paper presents the pros and cons of 
the important problem of subsidies in a sys- 
tem of war economics, a subject which has 
not received adequate attention from econo- 
mists.”” Mr. Harris has had considerable ex- 
perience with subsidy programs as Director of 
the Office of Export Import Price Control. 
He treats the matter in this article under five 
main headings, namely: 

. Alternatives 

. Objectives 

. Techniques 

. Inflationary aspects of subsidies 
. British success with subsidies 


— 
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As a partial summary he emphasizes the 
following conclusions: 


1. A well-administered subsidy program 
will save consumers much more than 
the cost to the Treasury. 

2. A probale outcome of well-chosen sub- 
sidies is a met saving to the Treasury. 

3. Subsidies are probably anti-inflation- 
ary. 

4. Subsidies are likely to be less successful 
in the United States than in Britain 
partly, if not mainly, because of the 
greater danger of abuse through the 
activities of pressure groups. 


It is pointed out also that the lack of 
confidence in administrative officers, which 
has been evidenced in Congress, may prevent 
any considerable use of subsidies in this 
country. 


26.8 The Beveridge Report. Eveline M. 
Burns, The American Economic Re- 
view, September, 1943. 


The special interest of the Beveridge Re- 
port and Mrs. Burns’ discussion of it to 
people engaged in marketing lies in considera- 
tions of the effects which any such scheme is 
likely to have on such matters as income 
distribution, the necessity for personal sav- 
ings, and the change in immediate consump- 


tion habits that would accompany it. The 
present article gives an excellent outline of 
the plan, as well as a discussion of the rela- 
tionship of the proposals to the existing eco- 
nomic system. The final section of the article 
discusses the major problems raised by the 
report. These are: 


(1) Will the plan if adopted abolish want? 

(2) What will be its effect upon enterprise, 
including the enterprise of govern- 
ment? 

(3) Is the plan financially feasible? 

(4) Is the specific technique proposed, 
with almost exclusive reliance upon 
social insurance, technically workable? 


Mrs. Burns finds no final answers in the 
Beveridge Report to any of these questions 
even as they may be raised in England. Much 
less is there a clear answer for American 
conditions. While Sir William may be right 
in thinking that his countrymen care greatly 
about the abolition of want, it is not so clear 
that the majority of Americans have the 
same desire. We still attach some premium, 
perhaps, to the riskful opportunities of get- 
ting ahead. Nevertheless students of market- 
ing must give close attention to the kind of 
socialization represented by the Beveridge 
Report and the likelihood that similar pro- 
posals markedly affecting certain market 
problems may be adopted here. 

















Book Reviews 
CLYDE WILLIAM PHELPS, Editor 








Page 
ee ea sc whedbesneadenseceewees 2 2 eee 349 
Haberler and Hill, Quantirative TraDE ConTROLS.................0000005- 2 SO eee 350 
ne be ee ce eee edetieneswecseenh ss be uceweden by K. D. Hutchinson.... 351 
Fewer, Bissveny or Baacr’s op Maw Teas. ...... 0 6cccccccccccccccscesccsecs by I. D. Anderson....... 351 
League of Nations Staff, THe TRANsITION FROM War TO Peace Economy........ by E. D. McGarry...... 353 
Machlup, INTERNATIONAL TRADE AND THE NATIONAL Income Muttipuer.....by G. H. Brown......... 353 
Robinson, Rapio Networks AND FEDERAL GOVERNMENT................+4-- by H. G. Wales......... 355 
ey PONINE REE DUI oo nce cee ccceecnceecesvcceres.tasecnenni by J. M. Tinley......... 355 
Shoup, Friedman, and Mack, Tax1nc To Prevent INFLATION................ by C. M. Whitlo........ 356 
Taylor and Taylor, Wortp TraDeE In AGRICULTURAL PropuctTs............... by R. C. Ashby......... 358 
Viner, TrapeE Retations BETWEEN FREE-MARKET AND CONTROLLED Econ- 
I Sidas eas a das Seiaa ala hile BAe aie SS hbo de RA aes age ee by E. Wigglesworth... .. 359 
Wickizer, Toe Wortp Corres Economy with SpeciaAL REFERENCE TO CONTROL 
Pik nidvckiwarenwdid Keukegiwer es ba peenecsebeneenentséh eunwheeet 2 eee 360 


Wartime Foop ManaGement, by Joseph S. 
Davis. Los Angeles: Chamber of Com- 
merce, 1943. Pp. 46, paper. Gratis. 


In this pamphlet, which the author chose 
to call “Wartime Food Management” in 
preference to ““The Food Crisis,” Davis is in 
particularly good form. After my own experi- 
ences of serving for a year on the Food Re- 
quirements Committee of WPB, I find my- 
self in almost complete accord with the 
factual statements and the point of view de- 
veloped in the pamphlet. 

In brief outline the author discusses the 
following topics: (1) inflation and farm 
prosperity with special warning against a 
farm land boom similar to that following the 
earlier World War; (2) production and al- 
locations with special reference to the re- 
straints on production and the allocations to 
non-civilian uses; (3) civilian supplies and 
nutrition, with assurance that civilian nutri- 
tion need not be hazarded; (4) food rationing; 
(5) price controls and subsidies with special 
reference to the problem of black markets; 
(6) physical distribution, with the impression 
left that the problems least likely to be well 
handled may be in this field; and (7) the 
Government’s part in wartime food manage- 


ment, with a clear statement of the basic 
weaknesses which have been permitted to 
exist so far. 

Perhaps one can best give the point of view 
of this publication by a few random and yet 
logically related quotations from it. ““Ameri- 
cans are addicted to extravagant language. 
Intentionally or unconsciously, we exag- 
gerate both the good and the bad.” This has 
been done in the author’s opinion all too 
often in connection with the present food 
situation. He refers specifically to the article 
by Louis Bromfield in the August Reader’s 
Digest about which he says, “I am sorely 
tempted—with typical American extrava- 
gance—to call it ‘bunk,’ nothing less, and to 
wish that he might be hungry enough to eat 
his own words.” 

“T count it significant that Canada is 
furnishing the greater part of the relief food 
sent to Greece, that Great Britain sent sub- 
stantial relief supples to North Africa, that 
the job of relief proper there proved much 
smaller than anticipated, and that North 
Africa is about to serve as a source of food 
for other liberated Mediterranean areas... 
We have cause for prideful congratulation, 
not for complaint, in that one-fourth of our 
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food supplies in the current year will go for 
purposes other than civilian consumption.” 

“Over-all food shortage, gross hunger, 
undernutrition compared with peacetime ex- 
perience: these we do not face and need not 
fear, even with the far from perfect food 
management that we have reason to expect 

. I make bold to say that improved utiliza- 
tion of the food produced is of greater impor- 
tance than increased production... The 
best available estimates indicate that this 
year the nutritive values of per capita civilian 
food supplies will equal or exceed the 1935-39 
average in every important respect; and 
their distribution among the population will 
be appreciably nearer normal than in that 
prewar period . . . We cannot hope to satisfy 
all our food wants, but we can probably make 
sure of satisfying all of our food needs.” 
These assurances are in line with all of the 
official estimates that I have been able to 
find. 

“Food rationing is an essential of good 
food management under conditions that we 
have faced since early in 1942... It is a 
series of devices to keep shortages of particu- 
lar foods from going to extremes... Con- 
trary to assertions by some of its advocates, 
rationing does not aim at equality and and 
cannot insure equitable distribution of limited 
supplies; but it does help materially to elimi- 
nate flagrant inequalities and inequities, and 
facilitates orderly distribution of scarce 
foods in wartime... At best, however, 
rationing cannot equal the free market in ad- 
justments to our variegated food habits.” 

“Price-control measures are among the 
essentials of wartime food management. 
This is so generally agreed that I need not 
argue the point. But it is also clear that our 
outstanding failure to date has been in this 
field... For the failure of food price con- 
trols, not the OPA but the Congress is 
fundamentally responsible.” 

Davis believes that far better administra- 
tion of our food production and distribution 
controls is possible. More forceful adminis- 
tration of some of the controls, accompanied 
by liberalization of others, is desirable and 
probably will occur as the administrators 
gain experience. 


Apparently Davis would have favored a 
food administration with power over prices, 
rationing, and all other forms of control. At 
this point his suggestion is, perhaps, an over- 
simplification of the national problem, by 
suggesting that food prices can be controlled 
by one agency and other prices by someone 
else. Whichever cross-section is taken, that 
is whether it be by commodities or by 
functions, there will be difficulties arising 
out of questions of jurisdiction. These dif- 
ficulties will result not only in confusion in 
many instances but in too much control in 
some instances and too little in others. 

Certainly Davis is on sound ground when 
he argues the necessity for sympathetic co- 
operation between the WFA, the OPA, the 
WPB, and any other agencies wich deal 
with the fantastically complicated problems 
of food production, pricing and distribution. 

Roanp S. VAILE 
University of Minnesota 


QUANTITATIVE TRADE ConTROLs, by Gott- 
fried Haberler and Martin Hill. New York: 
Columbia University Press (League of 
Nations Publication), 1943. Pp. 45, paper. 
$.50. 

Professor Gottfried Haberler in collabora- 
tion with Mr. Martin Hill of the League of 
Nations Secretariat has written this concise 
and cogent analysis of the causes and eco- 
nomic characteristics of quantitative trade 
controls. The study is one of a series being 
published by the Leage of Nations dealing 
with international trade and commercial 
policy. 

Within the covers of this small pamphlet, 
the authors examine the forces which induced 
governments to adopt measures of quantita- 
tive control in the Nineteen Twenties and 
Thirties, the differences in operation between 
quantitative restrictions and the more 
“liberal” forms of commercial policy typified 
by tariff systems, and the procedures and steps 
which must be taken in the postwar period 
to avoid recourse to quantitative controls. 

The treatment of the subject is primarily 
analytical with sufficient descriptive material 
introduced to support the analysis. Consider- 
ing the brevity of the pamphlet, the authors 
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have done an excellent job in presenting the 
highlights of the subject in such a fashion 
that the student of economic theory or inter- 
national trade can proceed to the heart of 
quantitative trade control theory quickly 
and also become acquainted with the basic 
principles underlying commercial policy in 
this field. 

It is the authors’ thesis that owing to the 
special circumstances indicated in the study, 
a higher degree of restriction and control of 
imports than could be achieved by tariff 
changes was felt to be necessary for the de- 
fense of national production structures or 
national currencies. Quantitative controls 
persisted up to the present war because of 
economic insecurity, especially monetary 
instability, on the one hand and political in- 
security on the other. 

With reference to the postwar outlook, the 
authors indicate the conditions which must 
be met to avoid widespread recourse to 
quantitative controls. In this connection, the 
need for international supervision of com- 
mercial policy and international cooperation 
in the solution of economic problems is made 
clear. The authors recommend that inter- 
national machinery be used to furnish credit 
and coordinate the national monetary policies 
with respect to changes in balances of ac- 
counts and currency parities, and to facilitate 
the industrialization or the development of 
essential public works in backward countries. 
The use of concerted measures against eco- 
nomic depressions and for the maintenance 
of full employment, especially in the major 
world markets, is also suggested. 

Epwin H. Lewis 
United States Department of Commerce 


ConsuMER TratininG, by Edward W. Heil. 
New York: Macmillan, 1943. Pp. xii, 581. 
$6.00. 


One of the American Youth Series, this 
book bids fair to become one of the leading 
texts in the field of consumer education on 
the secondary level; and it is constructed in 
such a manner as to be adaptable to courses 
of varying length. Even adults unfamiliar 
with consumer literature would find in it 
much that is useful and informative. 


The author follows the current trend in 
textbooks in that copious materials are pro- 
vided from which the instructor may make 
selections. Such culling is facilitated by the 
division of contents into ten “units” repre- 
senting main subdivisions under each of 
which are from three to eight “topics.” Each 
unit is terminated with a dozen or so 
“projects and activities” for assignment and 
is supplied with a list of other reference 
material. 

The basic course describing the position ot 
the consumer in modern economic society 
is provided by the first two units, utilizing 
about one hundred pages. This embodies no 
weakly diluted description of our economic 
order but is substantial and adequate. It 
might well be that these units offer a fare 
too rugged for some of our poorer high 
schools, but it should not be beyond the 
reach of the good ones. 

The remainder of the book is devoted to 
the giving of sound advice upon consumer 
expenditures for food, medical and dental 
supplies, cosmetics, clothing and household 
furnishings. In addition Units Eight and 
Nine advise upon spending for pleasure and 
recreation and upon wise money manage- 
ment. Unit Ten makes the work timely in 
that the consumer in wartime is discussed, 
and perhaps the high school students are one 
segment of the populace not yet surfeited 
with this topic. 

The author has conceived a studious and 
conservative work which should meet the 
highest standards of excellence, and the pub- 
lishers have embellished this with graphic 
arts of equal quality in the form of illustra- 
tions, charts, and typography. 

KennetuH D. Hutcuinson 
Pennsylvania State College 


History or Macy’s or New York, by 
Ralph M. Hower. Cambridge, Mass.: 
Harvard University Press, 1943. Pp. xxv, 
500. $3.75. 

This volume, which is meant to be the 
first of two dealing with the history of R. H. 
Macy and Company, sets forth the origin of 
Macy’s and treats its growth and develop- 
ment through 1919. The evolution of the 
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store is traced in relation to its economic and 
social environment. 

The opening chapters relate the experi- 
ences of Rowland H. Macy as a whaler, 
’Forty-niner, western land speculator, and 
Haverhill, Massachusetts, store-keeper. A 
second section of the volume deals with the 
founding of the New York store in 1858 and 
its growth in the period through 1887, a third 
group of chapters treats the developments 
under the first generation of Straus manage- 
ment (1888-1902), and the final section of 
the book covers the period 1902-1919. For 
each period, various aspects of the business 
are treated including the types of merchan- 
dise handled, business policies, advertising 
methods, store facilities and services, manu- 
facturing activities, working conditions, and 
problems of business administration. 

In addition to presenting a detailed ac- 
count of Macy’s evolution, Professor Hower 
examines briefly the general developments 
in retailing in both Europe and America 
up to the time Macy founded his New York 
store. He points out that in the earlier part 
of the 19th century the trend was towards 
intense specialization of the functions per- 
formed or of the merchandise handled by in- 
dividual firms. But in the 1860’s and ’70’s, 
the period in which Macy’s was rapidly ex- 
panding the merchandise carried and in- 
tegrating functions, the dominant business 
trend, both in America and in Europe, was 
towards integration of functions and diversi- 
fication of merchandise. Professor Hower 
concludes that this tendency was leading di- 
rectly to the emergence of department stores. 

“Tt has long been assumed that the depart- 
ment store appeared in Europe earlier than 
in America, and that the American depart- 
ment store arose because men like A. T. 
Stewart and John Wanamaker decided to 
imitate the developments which they found 
abroad, particularly in Paris.” (p. 141). 
Contrary to this, Professor Hower states 
that there is ample proof that the depart- 
ment store was emerging in both America 
and Europe at approximately the same time. 
He believes that the American department 
store was essentially a product of its own 
native environment rather than an importa- 


tion from Europe. He considers Macy’s 
as “‘among the two or three stores in both 
Europe and America which first completed 
the transition from specialized stores to 
modern department stores.” (p. 145). 

One of the unusual features of the book is 
the presentation of operating figures, cover- 
ing revenue and expense, as far back as 1872 
(sales figures are given for 1870 and 1871), 
and a continuous series of operating ratios 
from 1888. Professor Hower points out that 
since practically no factual data on retail 
operations prior to 1900 have ever been pub- 
lished, these data on Macy’s operations pro- 
vide concrete information in an area in 
which the marketing student has hitherto 
been compelled to rely upon guesses. Profes- 
sor Hower’s analysis of these Macy figures 
indicates that some of the guesses have been 
far from correct. 

The significant developments connected 
with the origin and growth of R. H. Macy & 
Co., Inc., have been traced and explained 
effectively by Professor Hower. His other 
objective of showing “the relation of the 
firm to its economic and social environment” 
(p. xxiii) because of the limitations of space 
has been less effectively accomplished. He 
has, however, made available much detailed 
information about the historical develop- 
ment of retail trade and has presented evi- 
dence that refutes many of the commonly 
accepted ideas regarding the. origin of par- 
ticular retailing practices. 

The volume should be of marked interest 
to students of American economic history 
and to those retailing students with a special 
interest in the history of retailing. It is 
“required” reading for the teacher of retail- 
ing courses. 

The person primarily interested in current 
retailing operatings will be disappointed in 
that it was possible to cover in this volume 
the history of Macy’s only through 1919. A 
brief preview of the later volume, which will 
cover the period from 1919, is given in the 
epilogue. Certainly all students of retailing 
should look forward to this second volume 
which is promised after the advent of peace. 

Ira D. ANDERSON 
Northwestern University 
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THE TRANSITION FROM WAR TO PEACE 
Economy, by League of Nations Staff. 
New York: Columbia University Press, 
1943. Pp. 118, paper. $1.00. 


Most American students of postwar prob- 
lems have directed their attention to the 
domestic situation in a settled economy some 
two or four years after the war ends. For 
those desiring a broader view this scholarly, 
brief but comprehensive analysis of the world 
economic problem in the transition period is 
strongly recommended. 

When the war is ended “‘we shall be faced 
by a world in fact with no functioning inter- 
national system to which to revert, moving 
rudderless to an unforeseeable future from a 
present in which the whole structure of 
production and trade, national and inter- 
national, will be distorted.” The period of 
transition will set the stage for the postwar 
world. It will present enormously compli- 
cated problems but at the same time will 
offer, for the first time in history, an op- 
portunity to build anew on a sound founda- 
tion a just and rational international eco- 
nomic system. 

Starting with the general objective of full 
employment of both human and natural 
world resources, the authors map out a 
number of specific recommendations: An 
institute of international reconstruction, to 
regulate trade until the functioning of price- 
cost machinery can be made to work; inter- 
governmental loans to provide short time 
credit for trade in raw materials; a stabiliza- 
tion fund to regulate exchange; and, above 
all, the abolition of non-negotiable tariffs 
and bi-lateral trade agreements. Throughout 
the book emphasis is placed upon the neces- 
sity for cooperative international action, 
careful planning, and gradual reintroduction 
of free enterprise. Unless some such course is 
pursued, new and distorted patterns will 
become incorporated in the structure of a 
peace-time economy with the ultimate se- 
quence of inflation, social disorder, starva- 
tion and another war. 


E. D. McGarry 
University of Buffalo 


INTERNATIONAL TRADE AND THE NATIONAL 
Income Muttipuier, by Fritz Machlup. 
Philadelphia: The Blakiston Co., 1943. 
Pp. xvi, 237. $3.50. 


The concept of the national income multi- 
plier was first developed in conjunction with 
the analysis of the business cycle and deals 
with the change in national income caused 
by an increase in money flows (assuming all 
prices, including wage rates and interest 
rates, to be constant). It was recognized early 
in the development of the analysis that the 
national income would not increase at the 
same rate as the new money created so long 
as there was savings unmatched by invest- 
ment. Later, it was recognized that expendi- 
tures on imported goods unmatched by ex- 
ports constituted a further leakage in the 
“pump priming” effort. 

The present book is devoted to an intensive 
study of the import and export aspects of 
the multiplier analysis. The first hundred 
pages are concerned with the impact of an 
increase in the foreign demand (due to a 
permanent change in tastes) for a country’s 
export goods on the national incomes of the 
exporting and importing countries. Moving 
through a number of preliminary examples, 
the analysis recognizes: (1) that the increase 
in the demand for international goods tends 
to raise the national income of the exporting 
country, but that this is offset in part by 
domestic savings unmatched by investment 
and in part by increased imports; (2) that 
the imports of the foreign country tends to 
decrease its national income, leading to 
smaller and smaller imports; (3) that the 
increased imports of the first country act to 
raise the national income of the second coun- 
try; and (4) that the decreasing imports of 
the second country reduce the stimulus to- 
wards higher incomes in the first country. 
The interaction of these forces are traced 
through to equilibrium by means of tables, 
and examples are shown which are based 
upon different propensities to save and to 
import in each country. Most of the examples 
are based on the two country case, but one 
chapter is devoted to the expansion of the 
analysis to several countries under the 
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simplified assumptions that all the countries 
share equally in the trade of all other coun- 
tries and that the so-called period of income 
propagation is the same in all countries. 

The next one hundred pages are devoted 
to the analysis of the repercussions of inter- 
national capital movements under the as- 
sumptions that the receiving country invests 
all, or less, or more, than is paid out by the 
paying country. Here again, variations are 
shown based on different propensities to 
save and to import in the two countries (the 
multiple country case is not shown). 

All in all there are thirty examples pre- 
sented, and a series of equations showing the 
equilibrium situation on the basis of the as- 
sumptions made are developed in the text or 
in the two appendices. In all cases except 
one the author has shown the detailed steps 
of transforming the equations into terms of 
the marginal propensities to save and import, 
and his discussions of the implications of the 
equations are clear and complete. Two ap- 
plications of the theory are made, one to the 
amount of economic transfer that can be 
achieved by income effects alone, and the 
other to the amount of home expansion of 
currency that is needed to balance a foreign 
monetary expansion in order to prevent the 
accumulation of gold or foreign balances. 
There is, in addition, some discussion of the 
benefits of foreign investment in terms of 
domestic employment, but by and large the 
book is devoted to the development of the 
theory rather than to the evaluation of 
public policy. 

On the basis of the assumptions made 
there is very little to criticize concerning the 
analysis that follows. An apparent incon- 
sistency is the assumption of zero home in- 
vestment in light of the explanation given 
for the time period necessary for a given in- 
crement of income to pass from one con- 
sumer to another. The author has estimated 
the income propagation period to be approxi- 
mately three months, during which time the 
initial expenditure for consumers goods or 
investment is passing through the hands of 
retailers, wholesalers, and manufacturers on 
its way to another individual who must dis- 
pose of the money. If there is no home in- 


vestment or disinvestment, all persons must 
(on the average) keep a fixed stock of goods 
and currency on hand, and if this is so the 
transfer of new income from one recipient 
to another is theoretically instantaneous. 
The only alternative explanation is that at 
the beginning of a given time period there is 
a temporary dis-savings (the conversion of 
goods in stock to idle cash balances) but by 
the end of the period inventories are brought 
up to normal, only to sink temporarily in the 
second period and then come back to normal, 
and so on for succeeding periods. It is quite 
possible that the initial impact is as de- 
scribed, but there is serious doubt that there 
is a continuous three month cycle in inven- 
tory values from the time of the disturbance 
henceforth. This matter of time periods is 
important to any application of the multi- 
plier theory and deserves a more thorough 
exploration than given by the author. 

Another difficulty is the unrealistic situa- 
tion forced by the assumptions where the 
new equilibrium situation is reached only 
when one country perpetually sterilizes the 
gold inflow in the trade balance while the 
other country maintains a steady volume of 
the means of payment in spite of a progres- 
sively worsening reserve situation. It is im- 
possible to avoid this conclusion without 
relaxing assumptions in such a way as to 
destroy the multiplier concept. 

The main conclusion to be drawn from the 
study, in the reviewer’s opinion, is the fact 
that the multiplier analysis has little op- 
portunity to make a substantial contribution 
to international trade theory. The nature 
of the assumptions made, as Machlup clearly 
points out, confine the analysis to the short 
run situation—that is, to that period during 
which prices, wage rates, interest rates, ex- 
change rates, and so on, vary less than 
employment. The importance of agricultural 
commodities in world trade, and the greater 
difficulty of monopolistic practices in world 
markets make the assumption of stable 
prices extremely unrealistic. Secondly, the 
assumptions of stable propensities to import 
represent another way of saying that unit 
income elasticity of demand is to be expected, 
and this puts an unnecessary restriction on 
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the analysis of income effects in international 
trade adjustments. In fact, the assumptions 
concerning stable propensities are open to 
question in view of changes of anticipations 
in the short run and the possibilities of un- 
usual distribution of the newly acquired in- 
comes. 

The limited usefulness of the multiplier 
theory in the economics of international 
trade does not deny the usefulness of this 
tool in the study of cycle policy in manufac- 
turing economies where sticky prices and 
sticky wages are characteristic of a business 
depression. Nor does the limited application 
of the multiplier concept in international 
trade theory destroy the usefulness of the 
present study. Without the clear analysis of 
the underlying assumptions of the theory, 
and without the rigid adherence to the as- 
sumptions in carrying out the analysis fol- 
lowed by the author it would be impossible 
to evaluate the potential contribution of the 
multiplier concept. 

This book is recommended reading on the 
grounds that it lays bare the rigidity of the 
assumptions surrounding the multiplier anal- 
ysis and that it is a model presentation of 
complicated interrelationships in a clear and 
understandable fashion. The contributions it 
makes to a better understanding of inter- 
national trade theory are due not to the 
multiplier technique but to the skill of the 
author in expounding the problems to be 
solved. 

GeorcE H. Brown 
University of Chicago 


Rapio Networks AND FEDERAL GOVERN- 
MENT, by Thomas Porter Robinson. New 
York: Columbia University Press, 1943. 
Pp. x, 278. $3.50. 

The author’s basic reasons for writing this 
book are found in the following statement: 
“In its more particular aspects, this book is 
the story of the relationship between the 
Federal Communications Commission and 
the National Broadcasting Company. From 
the broader standpoint, however, it is the 
story of the relationship between the Federal 
government and the network industry. ... 
We shall examine how far the Federal Com- 


munications Commission has attempted to 
goin controlling the radio network industry, 
and an appraisal of the wave of reform in 
terms of the public interest will be made. The 
attempt to regulate on the part of govern- 
ment and the opposition to this regulation 
on the part of industry characterize the con- 
troversy inherent in the business-govern- 
ment relationship under review.” 

Mr. Robinson has done an admirable job 
in realizing the task which he set for himself. 
His work gives ample evidence of an impar- 
tial selection of data and a discriminating 
use of them. This gives the reader confidence 
in his findings related to the solution of the 
problem. In addition, he shows that he has 
a thorough understanding of the technical 
problems with which the industry is faced. 

From his findings the author concludes 
that the restricted frequencies available in 
the standard broadcast band are dominated 
by the National Broadcasting Company and 
the Columbia Broadcasting System. As a 
solution to this problem, he recommends 
synchronous operation of a network, a sys- 
tem by which each national chain and its 
distributing outlets operate on a common 
frequency. By this method more national 
networks could be established and the 
number of local broadcasting units could be 
increased. 

The book should be useful as a reference 
text in the marketing field and as an informa- 
tive historical survey of the network indus- 
try for the general reader. The business 
executive who is interested in using radio 
stations as a promotional device will find 
this work of unusual value in gaining an 
understanding of the “inner-workings” of 
the industry. 

Hucu G. WatEs 
Washburn University 


Repirectinc Farm Pouicy, by T. W. 
Schultz. New York: Macmillan, 1943. Pp. 
Vii, 75. $1.00. 

Ever since 1933 a relatively small group ot 
agricultural economists have questioned the 
economic validity of the assumptions under- 
lying the Agricultural Adjustment Act. They 
have been like “voices crying in the wilder- 
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ness.” Schultz has undertaken to crystallize 
and coordinate their arguments, scattered 
in numerous economic journals and trade 
papers. The book of six chapters may be 
divided into two parts. In the first four 
chapters the author evaluates the assump- 
tions underlying “parity prices” and “parity 
income.” In the last two chapters he presents 
his concept of a more logical farm policy. 

After stressing the fact that the agricul- 
tural industry is only one branch of our 
economy, he points out that “This tendency 
to place prices in the position of ends is the 
most serious stumbling block to any progress 
toward a more rational economic policy not 
only in agriculture but in other fields as 
well” (p. 11). He claims that much confusion 
has arisen from the fact that there has been 
“a failure to distinguish between managing 
resources and managing income” (p. 20). 
The principle of marginal productivity 
operating through prices and costs should 
govern the use of resources whereas social 
welfare principles should govern the distribu- 
tion of income not only between persons 
engaged in agriculture and other industries, 
but also within agriculture itself (p. 37). He 
deplores the indiscriminate and uncritical 
use made of averages purporting to show the 
per-capita income going to farm and non- 
farm families. 

The utilization of agricultural resources is 
the subject for Chapter V. The Department 
of Agriculture is a body well qualified, in the 
author’s opinion, to determine production 
goals on a yearly or periodic basis. These 
goals should be formulated so as to insure the 
most efficient utilization of national re- 
sources to meet national needs (p. 41). The 
attainment of these goals is to be secured by 
means of guaranteed forward prices based on 
studies of elasticity of demand and supply 
for individual farm products. The author 
realizes, of course (p. 42), that undue pres- 
sure from “‘vested interests” may undermine 
the effectiveness of such a policy. 

Chapter VI is confined largely to a con- 
sideration of more equitable distribution of 
income within agriculture. Schultz maintains 
that the national problem of low incomes 
must await the development of a population 


policy (p. 68). He formulates these rules to 
guide supplementation of income within 
agriculture: grants-in-aid to farm families 
should be allocated on the basis of family 
needs and not on a basis of production cri- 
teria; supplemental income should serve the 
general interest, and should be made on 
equal terms to all families regardless of in- 
come status so as to avoid the stigma of poor 
relief. The author, although he does not so 
state, probably contemplates that part at 
least of the aid going to high-income families 
could be returned to the state indirectly 
through taxation. 

Although the author has performed an 
admirable and long-overdue service by pre- 
senting an objective analysis of the New 
Deal farm policy, there appear to be several 
gaps in his analysis. He might well have 
given some attention to (1) the funda- 
mentalist concept of agriculture and (2) the 
question of whether the long-time tendency 
for agriculture to receive a lower percentage 
of the national income its evidence of de- 
terioration of income status. The author’s 
recommendation for guaranteed forward 
prices presupposes that administered price 
vill continue in other branches of our econ- 
nomy. His arguments in favor of guaranteed 
prices would have been strengthened if he 
could have shown that a return to a free 
price economy is impractical. 

Notwithstanding the fact that this little 
book deals with complicated economic rela- 
tionships, it is clearly intended for the general 
public. Marketing specialists will find this a 
concise, readable, and thought-provoking 
work. The author’s arguments and proposals 
are a real contribution on a subject of great 
importance in formulating a rational social 
policy. 

J. M. Tintey 
University of California 


TaxinG TO Prevent InFiation, by Shoup, 
Friedman, and Mack. New York: Colum- 
bia University Press, 1943. Pp. xxi, 235. 
$2.75. 

This work represents the findings of a re- 
search project under the auspices of the 

Institute of Public Administration. In reality 
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the book consists of a merging of more or 
less independent analyses prepared by the 
respective authors. The study is segmented 
into four parts: 

Part I: “A technique for estimating the 
amount of taxation necessary to avert in- 
flation,” is a sort of joint venture by the 
authors and is largely an attempt to explore 
and to refine estimating techniques. The 
authors have isolated several kinds of infla- 
tion, such as (1) “‘cost induced” inflation, 
(2) price increases resulting from concerted 
action of pressure groups, and (3) inflation 
stimulated by “something other than a rise 
in money costs.” 

On the premise that taxation is not a de- 
terrent to the first two types of inflation, the 
analysis is restricted to conditions of 
“atomistic inflation” in which “money in- 
come is expanding more than in proportion 
to income-earning activity.” Proceeding from 
this premise, the authors endeavor to set up 
a technique for estimating increases in 
national output and defense (sic) spending. 
With the increases in total output and in 
defense spending given, an attempt is made 
to measure probable changes in civilian 
spending and the amount of taxation re- 
quired to maintain consumer disposable in- 
come at such a level as to avoid market pres- 
sures. 

Part II: “Taxes available to avert infla- 
tion” is the work of Professor Shoup. A large 
number of possible taxes are examined, in- 
cluding corporate profits taxes, personal in- 
come taxes, retail sales taxes, and taxes on 
spendings. Major emphasis is placed on a 
personal income tax collected at source and 
a retail sales tax. The author presents very 
excellent summaries of what these taxes can 
and cannot accomplish in controlling infla- 
tion. 

Particularly interesting are Professor 
Shoup’s observations regarding the limita- 
tions on the rates at which these taxes may 
be imposed without themselves constituting 
inflationary pressures. The reviewer believes 
this to be of especial significance inasmuch as 
it is commonly inferred by those whom we 
may term “‘fiscalists” that inflation could be 
controlled so easily if only the Government 


would cease temporizing and enact a vigorous 
tax program. Taxing to prevent inflation is 
clearly something different from simply 
vigorous taxing. 

Part III: “Methods of predicting the onset 
of inflation,” was prepared by Dr. Friedman. 
It is in reality a hindsight critique of the 
exploratory analyses of the problems of pre- 
diction as undertaken by a number of other 
writers. Dr. Friedman analyzes the methods 
of James W. Angell, the lowa Group, Gilbert 
& Perlo, and of those writers who have placed 
principal emphasis on that nebulous concept, 
the “inflationary gap,” in predicting the 
timing and extent of inflation. The reviewer 
feels somewhat disappointed in this section 
in that the author makes no substantial con- 
tribution other than pointing out the pitfalls 
in previous studies. 

The final section, Part IV, is the contribu- 
tion of Miss Mack. It is captioned “‘A tech- 
nique for analyzing and anticipating changes 
in national income.” Without wishing to 
slight the writer of this section by devoting 
less space to her contribution, I should like 
merely to point out that it is largely explora- 
tory and that the methodology involved is 
so complex as to defy reasonable condensa- 
tion in a review. The purpose of this section 
is to open up the possibilities of estimating 
changes in national income, to suggest 
methods of accomplishment, and to indicate 
types of additional information which may 
be necessary before such estimates can be 
adequately developed. 

The study as a whole is a courageous one. 
It is indeed a Herculean task to attempt to 
predict the onset of a malady like inflation, 
to prescribe the kind of remedy, and to de- 
termine the dosages which will prevent the 
body politic from falling mortally ill. The 
authors are to be commended for doing a job 
which the times have dictated must be done. 
They would be the last to say, I am sure, that 
the job they have done has any more than 
explored the problems involved. 

The book is highly technical in character 
and is not one to be read at a beach party. 
However, to one who is really interested in 
what is happening to the economy in which 
he is living, or to one who realizes the magni- 
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tude and the imperative nature of the prob- 
lem of checkmating inflation, the book will 
compensate for the thoughtful reading it re- 
quires. It is to be hoped that it will stimulate 
further analysis of the problem and demon- 
strate to those responsible for economic 
policy that the way is open if the mind is 
willing. 

Cuar.es M. WuitLo 

Chicago, Illinois 


Wortp TRADE IN AGRICULTURAL Propucts, 
by H. C. and A. D. Taylor. New York: 
Macmillan, 1943. Pp. xviii, 286. $3.50. 


This book is said to be the culmination of 
a study begun by David Lubin with the re- 
organization of the International Institute of 
Agriculture in 1908; the publication of a 
1,100 page volume in 1940 on world trade 
in agricultural products; and publication in 
1941 of a 96 page summary of the large 
book. It “is concerned with the movement 
of agricultural products in world trade and 
with the national policies, the imperial prefer- 
ences and the international agreements that 
influence the extent, the character, and the 
direction of this trade.” 

In 1929 world trade in products of agri- 
cultural origin constituted 38.5 percent of 
the value of total world trade. The foreign 
trade of the U. S. in agricultural products— 
imports and exports combined—had a 
higher value than that of any other single 
country, which should be ample reason for 
U. S. citizens taking a deep interest in the 
policies that affect world trade in this field. 

Sixteen chapters comprise the volume— 
one summarizing actual and percentage 
values of trade in specific products; 13 dealing 
with different agricultural products; one on 
government policies; and one a final sum- 
mary. Included are 23 charts, 18 maps, and 
39 statistical tables. Separate chapters dis- 
cuss cotton, wool, silk, rubber, tobacco, 
coffee, tea, sugar, wheat, rice, feed grains, 
meat, and live animals, and fats and oils. 
Brief histories are given of the development 
of world trade in each commodity. 

It is pointed out that the U. S. share in 
world exports of cotton dropped from over 


$7 per cent in 1929-33 to about 42 per cent 
in 1934-38; of tobacco, from 38.8 per cent to 
35.9 per cent. 

In general, international economic rela- 
tions of the nineteenth century were char- 
acterized by freedom of capital investments, 
of industrial and commercial enterprise—but 
the interwar period witnessed restrictions on 
trade far more drastic than had been known 
since the repeal of the English corn laws in 
1846. 

Efforts to mitigate the devastating effects 
of the 1931-1937 fall in worldwide prices led 
to the tying up of world trade in an increas- 
ingly complex system of knots. National 
measures or controls exercised by govern- 
ments to channel, impede, restrict, or pro- 
mote international trade took many forms. 
The farmer in a given country may have 
benefited temporarily from the activities of 
his government but he suffered from re- 
taliatory measures of other governments. In 
some cases restrictions by one country proved 
highly beneficial to farmers in competing 
areas. In general, the result of efforts to solve 
international problems by national measures 
was to deepen and lengthen the depressions. 

It was estimated in 1938 that, aside from 
tariffs, §5 per cent of world trade in agricul- 
tural products was directly or indirectly af- 
fected by state controls. The chapter on 
Government Policies summarizes measures 
adopted in the U. S., the United Kingdom, 
Germany, France, and Italy. 

The final chapter discusses the world social 
structure—“World trade in agricultural 
products threads its way through the en- 
tanglements built up by national legislation. 
. .. commerce of the world can best serve all 
people only when the world social structure 
has been developed to the point where the 
actions of any one nation do not run counter 
to the best interests of the world as a whole. 
...in the formulation of the terms of peace 
at the close of the present war... . the aim 
should be to put trade in agricultural prod- 
ucts on a basis that will... . contribute the 
maximum to the social and economic well- 
being of all people.” 

R. C. Asusy 
University of Illinois 
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TraveE Retations BETWEEN FREE-MARKET 
AND ConTROLLED Economies, by Jacob 
Viner. New York: Columbia University 
Press (League of Nations Publication), 
1943. Pp. 92, paper. $1.00. 


This is one of a series of studies devoted to 
the problem of postwar economic policies by 
the Economic, Financial and Transit De- 
partment of the League of Nations. 

The core of most postwar problems will be 
found in the fact that some nations will, by 
virtue of the nature of their governments, 
continue to be tightly controlled, e.g., Russia 
and Turkey, and others will be less so for the 
same reason, e.g., the United States and 
Great Britain. The trade problem that will 
arise from this situation will be the same one, 
essentially, that existed before 1939, namely, 
how can a free market economy compete with 
and deal with a controlled economy? How 
can the competitive advantages of the co- 
operative action of the controlled economy 
be met by the individual action of the free- 
market economy? 

Viner’s attack on the problem is (1) to 
analyze the difficulties of the free-economy 
countries in dealing with the controlled- 
economy countries in the inter-war period 
and (2) to appraise the action taken by the 
free-market countries to meet these dif- 
ficulties. In a conclusion which makes an 
even briefer statement of the whole problem, 
he suggests a line of action to be taken in the 
future by the free-market countries in dealing 
with the controlled-economy countries. 

The analysis proceeds with a classification 
of the difficulties which grew out of the elimi- 
nation, in the inter-war period, of the stable 
conditions and sound mechanism of trade 
that existed before 1914. These difficulties 
are grouped into those created more im- 
mediately by the use of Exchange Control, 
the use of Import Quotas, or from Govern- 
ments acting as Foreign Traders. 

Viner holds that exchange control is much 
more effective than mere reliance on a tariff 
system if a government wishes to regulate its 
trade in accordance with monopolistic princi- 
ples. Import quotas, on the other hand, as 
compared to a full-fledged exchange control 


system, involve less of a break with the 
free-market economy, more orthodox mone- 
tary practices, more private business, and 
easier administration. Governments as for- 
eign traders, to Viner, means governments 
having a monopoly in the purchase of exports 
and imports and represents control carried to 
its utmost extent, especially where imports 
are concerned. He shows, however, that de- 
grees in its use are possible which may range 
from general monopoly, covering all imports, 
to special monopoly covering a few specific 
commodities. 

His appraisal of the action taken by the 
free-economy countries to meet these dif- 
ficulties is as penetrating as his analysis of 
the difficulties themselves. To meet the 
threat of exchange control, free-market coun- 
tries were generally forced to adopt some 
form of exchange control themselves. Such 
control was applied to the controlled- 
economy countries and relaxed or not im- 
posed at all in the trading with other free- 
market countries. However there was a 
tendency for exchange control to spread, 
bringing more countries under its system and 
tightening its control in countries which 
adopted it as a measure of defense. 

In meeting the competition of countries 
imposing quotas, free-market countries could 
only impose retaliatory quotas with the de- 
cision (as in the case of the United States) 
to administer them in as non-discriminatory 
a fashion as possible. 

Governments as foreign traders raised the 
biggest problem and the only attack open to 
the opponents was to seek, through bilateral 
agreements, non-discriminatory provisions in 
their favor. Viner says (page 78), “Examina- 
tion of the provisions of a non-preferential 
nature relating to government monopolies 
which have appeared in trade agreements 
indicate that no real progress has as yet been 
made toward an adequate solution of this 
problem.” 

In his conclusion Professor Viner suggests 
the following measures for future action on 
the part of the free-market countries: (1) 
they must formulate an unambiguous test 
for determining the absence or presence of 
discrimination or monopoly power; (2) when 
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making bilateral agreements, the parties 
must refrain from concessions which dis- 
criminate against third, innocent countries; 
(3) the free-market countries should follow 
a common pattern of policy when dealing 
with the controlled-economy countries. Pro- 
posing a general multilateral conference for 
all the traders who desire the elimination of 
trade barriers, Viner specifies four items of 
agenda all of which are characterized by 
common action and clarification of what they 
are fighting against and exactly how they are 
to fight. 

This little study cannot be too strongly 
urged to the attention of all men in the 
marketing field since it explains a field of 
international financial and governmental re- 
lationships too intricate for them to cover 
thoroughly in pursuing the ramifications of 
their own particular fields yet are prime 
factors in those fields. 

Epwin WIGGLESwoRTH 
New York University 


Tue Wortp Corres Economy wITH SPECIAL 
REFERENCE TO ConTROL SCHEMES, by 
V. D. Wickizer. Stanford University: Food 
Research Institute, 1943. Pp. x, 258. 
$3.00. 


The importance of this book to students of 
marketing lies primarily in the discussion of 
control schemes. As a background for this 
discussion, however, there is a thoroughly 
competent description of the coffee industry, 
both with respect of production and con- 
sumption. The first 135 pages are concerned 
with these matters. 

Chapter 10 deals with the Brazilian coffee 
control schemes, which have been treated in 
much the same manner elsewhere (see, for 
example, International Control of Raw Ma- 
terial by Wallace and Edminister, 1930, and 
Markets and Men by J. W. F. Rowe, 1936). 
There is nothing particularly new in Wicki- 
zer’s treatment except as he brings the data 
down to date. In fact, for the early his- 
tory of Brazilian control schemes he relies 
heavily on Wallace and Edminister, and 
Rowe. The Brazilian developments are di- 
vided into four chronological periods, name- 
ly: (1) Valorizations; (2) Permanent defence 


—first phase; (3) Permanent defence—second 
phase; and (4) Wartime developments in 
Brazil. 

The first two valorization schemes were 
successful in part because the large crops 
which made them necessary were followed by 
small crops which permitted unloading of the 
supplies that had been withheld. 

The first phase of permanent defence in- 
volved the otaining of funds by a series of 
foreign loans which were used by the Sao 
Paulo Coffee Institute for financing with- 
holdings. The Institute operated in such a 
manner that new plantings were encouraged 
and no reductions in yield were forthcoming 
to permit the successful sale of the stored 
supply. 

In the second phase of what Wickizer calls 
the permanent defence scheme from 1931 till 
the fall of 1937, the main features were the 
destruction of existing and new supplies and 
prohibition of new planting in an effort to 
bring about a better adjustment to demand. 
The Brazilians had learned the lesson that 
control of marketing without control of pro- 
duction gives temporary relief at best. They 
had still to learn that international control is 
essential if the market for a single country 
is to be maintained. 

Inter-American coffee agreements first 
came under discussion in the International 
Coffee Congress of 1931 and again in the first 
Pan-American Coffee Congress in 1936. 
Neither of these discussions resulted in any 
important international action on the major 
problems. In fact, it was not until the con- 
ference in New York in June of 1940 and the 
subsequent conference in Havana of July of 
the same year that anything very substantial 
was accomplished. Finally, following the 
latter meeting the Inter-American Coffee 
Agreement was signed in Washington, in 
November, 1940, but it was not put into 
effect until April, 1941. 

The Inter-American Coffee Agreement is 
mainly based upon the establishment of ex- 
port quotas for each coffee-producing coun- 
try. It does have, however, several unique 
features, the most important one of which is 
that the principal consuming country plays a 
dominant role in policy determination. Per- 
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haps such a scheme could not have been per- 
fected had it not been for the war situation. 
It will be interesting to see whether or not in 
the postwar period the participation of con- 
suming countries in control problems will be 
continued or expanded. 

The agreement itself says nothing about 
prices. The chief safeguard to American con- 
sumers lies in the fact that American repre- 
sentatives on the control board have a suffi- 
cient vote to bring about an unlimited 
increase in quotas “if there should be fore- 
seen an imminent shortage of coffee in the 
United States market in relation to its re- 
quirements.” This device is unique at present 
in the international control schemes that 
have been undertaken. 

The period since the establishment of 
authoritative coffee control board has not 
permitted a real test of its operations since 
the shortage of shipping facilities has placed 
a more severe limitation on imports than 
did the quota system itself. The true ade- 
quacy of this particular control device must 
await testing, therefore, until more nearly 
normal shipping conditions exist. It may be 
hoped that Wickizer will follow the future 
course of this scheme in his usual thorough 
and analytical manner and give us the bene- 
fits of his findings as they develop. 

This book is one of a series of specific 


studies of individual marketing situations 
for which we have waited too long, but which 
now that they are appearing will be of great 
value to all students of marketing. 


Rotanp S. VAILE 
University of Minnesota 


BOOKS RECEIVED 


Cost Behavior and Price Policy, by Committee on Price 
Determination. New York: National Bureau of 
Economic Research, 1943. Pp. xix, 356. $3.00. 

Current Problems of Business and Government, E. S. 
Wolaver, editor. Ann Arbor, Michigan: University 
of Michigan, 1943. Pp. 76, paper. $1.00. 

Financing of Large Corporations, 1920-39, The, by 
A. R. Koch. New York: National Bureau of Eco- 
nomic Research, 1943. Pp. xiv, 141. $1.50. 

From Economic Theory to Policy, by E. R. Walker. 
Chicago: University of Chicago Press, 1943. Pp. 
Vii, 273. $3.00. 

Harvard Co-operative Society Past and Present,. by 
N. S. B. Gras. Cambridge: Harvard University 
Press, 1942. Pp. xi, 191. $1.50. 

Instalment Credit Comes of Age, by Albert Haring. 
Chicago: National Retail Furniture Association, 
1943. Pp. 85, paper. $1.50. 

Rationing and Price Control in Great Britain, by Jules 
Backman. Washington, D. C.: Brookings Institu- 
tion, 1943. Pp. 68, paper. $.50. 

Treatise on War Inflation, A, by W. J. Fellner. Berkeley: 
University of California Press, 1942. Pp. 180. 
$2.00. 

World Minerals and World Peace, by C. J. Leith, J. W. 
Furness, and Cleona Lewis. Washington, D. C.: 
Brookings Institution, 1943. Pp. xii, 253. $2.50. 
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ANNUAL FALL MEETING 


The National War Conference (A.M.A. 
Annual Fall Meeting) was held under the 
auspices of the Northeastern Ohio Chapter 
in Cleveland on November 11 and 12. 

To those who attended, any description of 
the sustained quality of the program, the 
responsiveness of the audience, the excellent 
handling of the many tremendous trifles 
which contribute so much to the effective- 
ness of a meeting and the general “pace” 
which characterized the entire two days 
must necessarily seem inadequate. It is even 
more difficult to convey to those who were 
not there a picture which is either compre- 
hensive or adequate. However, most of the 
addresses which were delivered are printed 
in this issue. The entire program follows: 


PROGRAM 


National War Conference 
Tuurspay, NOVEMBER II 


9:00 A.M. Registration 


10:00 A.M. Opening Session 


“Welcome to Cleveland,” Ralph C. Greiner, District 
Manager, Factory Management and Maintenance, 
McGraw-Hill Publishing Company, Cleveland; 
President Northeastern Ohio Chapter A.M.A. and 
General Chairman of “War Conference.” 

“Our Program,” Forrest H. Ramage, Assistant Man- 
ager, Commercial Research Division, Republic 
Steel Corporation, Cleveland; Vice President, 
Northeastern Ohio Chapter and Vice Chairman in 
charge of “War Conference” program. 


10:15 A.M. “Changing Markets” 


Chairman: Dr. Franklin R. Cawl, Director of Market- 
ing and Research, Arthur Kudner, Inc., New York 
City; President, Philadelphia Chapter A.M.A. 

“Wartime Incomes and Consumer Markets,” Dr. 
Alfred N. Watson, Assistant Manager, Commercial 
Research Department, Curtis Publishing Com- 
pany, Philadelphia. 

“Wartime Population Changes and Postwar Pros- 
pects,” Dr. Philip M. Hauser, Assistant Director, 
Bureau of Census, Dept. of Commerce, Washington. 
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“Visual Analysis: A New Method in Market Re- 
search,” Carl R. Nyman, Associate Agricultural 
Statistician, Bureau of Census, Dept. of Commerce, 
Washington. 

“The Pacific Northwest Light Metals Industry,” Dr. 
Nathanael H. Engle, Director, Bureau of Business 
Research, College of Economics and Business, 
University of Washington, Seattle; Past President 
A.M.A. 

Open Discussion from Floor. 


12:15 p.M. Luncheon Session 


Chairman: Dr. Donald R. G. Cowan, Manager, Com. 
mercial Research Division, Republic Steel Cor- 
poration, Cleveland; Past President A.M.A. 

“Petroleum—Present and Future” (Illustrated with 
colored slides), Dr. C. L. Burrill, Petroleum Econ- 
omist, Economics Department, Standard Oil Com- 
pany of New Jersey, New York City. 


2:30 P.M. “Current Trends in Product Development and 
Transportation” 

Chairman: Ralph R. Butler, Kendall Mills, Walpole, 
Mass.; President New England Chapter A.M.A. 

“New Developments in Materials and Their Influence 
on Products of the Future,”’ George F. Nordenholt, 
Editor, Product Engineering, McGrz w-Hill Publish- 
ing Company, New York City. 

“Developing Products to Fit Market Needs,” Stuart 
B. Walker, Manager of Service Division, United 
States Testing Co., Inc., Hoboken, N. J. 

“How Air Transportation May Affect Marketing and 
Product Development,” Dr. John H. Frederick, 
Professor of Transportation and Industry, School 
of Business Administration, University of Texas, 
Austin; A.M.A. Director. 


Discussion of Papers: 


Dr. Donald R. G. Cowan, Manager Commercial Re- 
search Division, Republic Steel Corporation, Cleve- 
land; Past President A.M.A. 

Alan F. King, Supervisor, Economic Research De- 
partment, Consolidated Vultee Aircraft Corp., San 
Diego, Calif. 

Open Discussion from Floor. 


2:30 P.M. “Price Control” 


Chairman: Dr. Theodore H. Beckman, Professor of 
Business Organization, College of Commerce and 
Administration, Ohio State University, Columbus; 


Chairman of Prices and Price Control Committee 
of A.M.A. 











THE FOURNAL OF MARKETING 


363 





“Evaluation of Our Wartime Price Control,” Dr. 
Julius Hirsch, Economic Consultant, New York 
City. 

“Price Control in Immediate Postwar Economy,” Dr. 
Charles F. Phillips, Director, Automotive Supply 
Rationing Division, Office of Price Administration, 
Washington; Managing Editor, A.M.A. JouRNAL 
OF MARKETING. 

“Long Run Postwar Aspects of Price Control,” Dr. 
E. T. Grether, Dean, School of Business Adminis- 
tration, University of California, Berkeley. (Dr. 
Grether was absent but his paper was read by 
Reavis Cox, Editor-in-Chief, JourNAL OF MAR- 
KETING.) 


Discussion of Papers: 


Dr. Orin E. Burley, Professor of Marketing, College 
of Commerce and Administration, Ohio State Uni- 
versity, Columbus. 


Open Discussion from Floor. 


6:30 p.m. Annual Dinner (Informal) 


Chairman: Dr. Albert Haring, President American 
Marketing Association. 

“Sales Research—A Practical Everyday Tool for 
Sales Management,” Robert S. Wilson, Vice Presi- 
dent and General Sales Manager, Goodyear Tire 
and Rubber Company, Akron. 

“The Frame of the Future Market,” Dr. Virgil Jor- 
dan, President, National Industrial Conference 
Board, New York City. 

Music by The Weatherhead Band, courtesy of The 
Weatherhead Co., Cleveland, Ohio. 


Fripay, NOVEMBER 12 
8:00 A.M. Breakfast Meeting 


“Report of A.M.A. Committee on Buying Power 
Classifications,” Chairman: Everett R. Smith, 
Research Director, Macfadden Publications, New 
York City; A.M.A. Director and Chairman, Buy- 
ing Power Classifications Committee. 


10:00 A.M. “Channels of Distribution—Symposium on 
Trends in Wholesaling and Retailing” 


Chairman: C. T. Heusinkveld, Marketing Specialist, 
Commercial Research Department, Armour and 
Company, Chicago; President, Chicago Chapter 
A.M.A. 

“War and Postwar Adjustments in Marketing Ap- 
pliances,” J. J. Nance, Vice President and Director 
of Sales, Zenith Radio Corporation, Chicago. 

“The Electrical Distributor: War and Postwar,” 
Herbert Metz, Sales Manager, General Lamp and 
Lighting Division, Graybar Electric Company, 
Inc., New York City. 

“The Chain Store Postwar Role,” Godfrey M. Leb- 
har, President and Editor, Chain Store Age, New 
York City. 

“Wartime Changes in Food Distribution,” Carl W. 
ga Editor, The Progressive Grocer, New York 

ity. 


“Department Store Distribution,” Jay Iglauer, First 
Vice President, Treasurer and Comptroller, Halle 
Bros. Company, Cleveland. 


Discussion of Papers: 


Howard Whipple Green, Director, Real Property 
Inventory of Metropolitan Cleveland; Treasurer 
A.M.A.; Director, Northeastern Ohio Chapter 
A.M.A. 

J. E. North, Sales Manager, Cleveland Electric 
Illuminating Co., Cleveland. 

Open Discussion from Floor. 


12:15 P.M. Luncheon Session 


Chairman: Norwood Weaver, Director, Magazine 
Marketing Service, New York City; Chairman, 
Liaison Committee, New York Chapter A.M.A. 

“War Comments in Washington and London,” Paul 
Wooton, Chief, Washington Bureau, McGraw-Hill 
Publishing Company. 

“The Outlook for Civilian Supply,” Thomas A. Cal- 
houn, Chief of General Industrial and Service 
Equipment Section, Durable Goods and Products 
Division, Office of Civilian Requirements, W.P.B., 
Washington. 


2:30 P.M. Business Planning Panel 


Chairman: R. T. Browne, Director of Marketing Re- 
search, Pillsbury Flour Mills Company, Minne- 
apolis; Vice President, Twin Cities Chapter A.M.A. 

Moderator: Lyman Hill, Director of Sales Research, 
Servel, Inc., Evansville, Indiana; A.M.A. Director 
and Chairman Postwar Planning Committee. 


Panel Members: 


R. A. Dadisman, Manager, Market Development 
Division, The American Rolling Mill Company, 
Middletown, Ohio. 

Arthur P. Hirose, Director of Market Research and 
Promotion, McCall Corporation, New York City. 

Clay H. Hollister, Director of Distribution and Re- 
search, Libbey-Owens-Ford Glass Co., Toledo, Ohio. 

S. A. Holme, Market Research Section, General 
Electric Company, Schenectady, N. Y. 

S. Morris Livingston, Chief, National Economics 
Unit, Bureau of Foreign and Domestic Commerce, 
Dept. of Commerce, Washington. 

Herbert Metz, Sales Manager, General Lamp and 
Lighting Division, Graybar Electric Company, 
Inc., New York City. 

Victor H. Pelz, Director of Sales Research, General 
Foods Sales Company, Inc., New York City. 

John W. Scoville, Chief Statistician, Chrysler Cor- 
poration, Detroit. 

Russell Weisman, Chief Editorial Writer, Cleveland 
Plain Dealer; Professor of Business & Economics, 
Western Reserve University, Cleveland. 


4:30 P.M. Business Meeting 


Presiding: Dr. Albert Haring, Professor of Marketing, 
School of Business, Indiana University, Blooming- 
ton; President of American Marketing Association. 


5:00 P.M. Meeting of Chapter and National Officers 
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The Men Who Did the Fob. The officers and 
members of the Northeastern Ohio Chapter 
were primarily responsible for planning and 
managing the National War Conference and 
the Association at its business meeting voted 
its appreciation to the Chapter. In this ef- 
fort Chapter officers had the assistance of 
various A.M.A. members and of an advisory 
committee made up of National officers and 
the presidents of the A.M.A. Chapters. The 
several committees and their personnel are 
shown below: 


Local executive committee: General Chairman—Ralph 
C. Greiner, Factory Management and Maintenance, 
President, Northeastern Ohio Chapter A.M.A.; Vice- 
Chairmen—In Charge of Program, Forrest H. Ramage, 
Republic Steel Corporation, Vice-President, North- 
eastern Ohio Chapter A.M.A.; In Charge of Local 
Arrangements, Edmund B. Bossart, Bailey Meter Com- 
pany, Director, Northeastern Ohio Chapter A.M.A.; 
In Charge of Publicity, Gene P. Robers, The Weather- 
head Company, Director, Northeastern Ohio Chapter 
A.M.A. 

Program committee: Forrest H. Ramage, Chairman, 
Assistant Manager, Commercial Research Division, Re- 
public Steel Corporation, Cleveland, Ohio, Vice-Presi- 
dent, Northeastern Ohio Chapter A.M.A.; T. N. Beck- 
man, Professor of Business Organization, College of 
Commerce and Administration, Ohio State University, 
Columbus, Ohio, Chairman of Prices and Price Control 
Committee of A.M.A.; Henry C. George, Market Ana- 
lyst, Commercial Research Division, Republic Steel 
Corporation, Cleveland, Ohio; C. T. Heusinkveld, 
Market Specialist, Commercial Research Department, 
Armour and Company, Chicago, Illinois, President, 
Chicago Chapter A.M.A.; Arthur P. Hirose, Director 
of Market Research and Promotion, McCall Corpora- 
tion, New York, New York, Chairman, Group Dis- 
cussion Meetings, New York Chapter A.M.A.; W. J. 
Maledon, Assistant Director of Research, J. L. Hudson 
Company, Detroit, Michigan, Secretary, Detroit Chap- 
ter A.M.A.; Vergil D. Reed, Chief, Industry Branch, 
Statistics Division, War Production Board, Washing- 
ton, D. C., Immediate Past President A.M.A. 

Local arrangements committee: Edmund B. Bossart, 
Bailey Meter Company, Chairman, Director, North- 
eastern Ohio Chapter A.M.A.; John Maddox, Fuller & 
Smith & Ross, Inc., Secretary, Northeastern Ohio 
Chapter A.M.A.; Robert Blair, The Iron Age, Treasurer, 
Northeastern Ohio Chapter A.M.A.; Heber E. Allen, 
Dobeckmun Company, Director, Northeastern Ohio 
Chapter A.M.A.; Lee J. Bornhofen, Goodyear Tire & 
Rubber Company, Inc., Director-at-Large, North- 
eastern Ohio Chapter A.M.A.; Dr. Donald R. G. 
Cowan, Republic Steel Corporation, Past President 
A.M.A.; Director Northeastern Ohio Chapter A.M.A.; 
Dr. Clyde J. Crobaugh, Fenn College, Director, North- 
eastern Ohio Chapter A.M.A.; Howard Whipple Green, 


Real Property Inventory of Metropolitan Cleveland, 
Treasurer A.M.A. and Director, Northeastern Ohio 
Chapter A.M.A.; Henry C. George, Republic Steel Cor- 
poration, Member, War Conference Program Com- 
mittee; Ray E. Gunn, Iron Fireman Manufacturing 
Company, Immediate Past President and Director 
Northeastern Ohio Chapter A.M.A.; Michael C. Pecsok, 
Osborn Manufacturing Company, Director, North- 
eastern Ohio Chapter A.M.A.; Kenyon Stevenson, 
Griswold-Eshleman Company, Director, Northeastern 
Ohio Chapter A.M.A. 

Advisory committee: Albert Haring, Indiana Univer- 
sity—President, A.M.A.; Wroe Alderson, Board of 
Economic Warfare—Vice-President A.M.A.; Philip 
Salisbury, Sales Management Magazine—Vice-President 
A.M.A.; Ross M. Cunningham, Massachusetts Institute 
of Technology—Secretary, A.M.A.; C. T. Heusinkveld, 
Armour and Company—President, Chicago Chapter 
A.M.A.; Joseph F. Wright, Fred M. Randall Company 
—President, Detroit Chapter A.M.A.; W. R. Spurlock, 
Eli Lilly and Company—President, Indianapolis Chap- 
ter A.M.A.; Wilford Jost, Independent Public Opinion 
Research—President, Los Angeles Chapter A.M.A.; 
Ralph R. Butler, Kendall Mills—President, New Eng- 
land Chapter A.M.A.; Dale Houghton, New York Uni- 
versity—President, New York Chapter A.M.A.; Frank- 
lin R. Cawl, Arthur Kudner, Inc.—President, Phila- 
delphia Chapter A.M.A.; Robert H. Willson, California 
Chain Store Association—President, San Francisco 
Chapter A.M.A.; G. L. Service, Valvoline Oil Company 
—President, Cincinnati Chapter A.M.A.; Nelson A. 
Miller, U. S. Department of Commerce—President, 
Washington, D. C., Chapter A.M.A.; Donald Gould, 
Ross Federal Corporation—President, Twin Cities 
Chapter A.M.A. 


CHAPTERS IN ACTION 
Chicago Chapter 


Officers 1943-44 

President—C. T. Heusinkveld, Armour & 
Co. 

First Vice-President—J. J. Martin, Henri 
Hurst & McDonald, Inc. 

Second Vice-President—H. L. Porter, 
Standard Oil Company of Indiana 

Secretary—W. C. Eldridge, Radio Cor- 
poration of America 

Treasurer—J. H. Fries, Kraft Cheese Co. 


Research Material Project 

S. R. Bernstein of Advertising Publica- 
tions, Inc. is in charge of a project designed 
to keep Chapter members informed of cur- 
rent publications containing important mar- 
keting research and statistical material. The 
method used is a display of one copy of each 
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publication at the dinner meetings of the 
Chapter. There is no attempt to supply mem- 
bers with material, but in reviewing the dis- 
play each month they are able to take down 
the titles and sources of the items of particu- 
lar interest to them. When sufficient material 
has been accumulated, it is planned to make 
it the nucleus of a central marketing and 
research library which will be maintained in 
collaboration with one of the centrally lo- 
cated public or technical libraries. The Chi- 
cago Chapter would be glad to receive any 
material of this nature from members of 
other chapters. 


Michigan Chapter 


Officers 1943-44 

President—Joseph F. Wright, Fred M. 
Randall Co. 

First Vice-President—Professor 
Gault, University of Michigan 

Second Vice-President—Lyndon West, 
Detroit Free Press 

Secretary and Treasurer—William J. Mal- 
edon, The J. L. Hudson Co. 

Directors—Albert J. Kleffman, Solventol 
Chemical Prod., Inc.; Vern E. Nickel, Nash- 
Kelvinator Corp.; Robert Arkell, The J. L. 
Hudson Co. 


Meetings 

The Michigan Chapter of the American 
Marketing Association had its first meeting 
on September 21, 1943. This was a business 
meeting, at which plans for the coming year 
were considered and the new group of of- 
ficers and directors elected. Meetings will 
usually be held on the third Tuesday of each 
month. 

A Program Committee was appointed to 
develop programs for the entire year and it 
was planned that major emphasis, at least 
during the next several months, would be 
placed upon postwar planning and the ef- 
fects that war conditions and altered busi- 
ness conditions in the post-war period will 
have upon the previously accepted and tried 
principles of marketing and distribution. 
f&'A Membership Committee was also ap- 
pointed to interest in the activities of the 
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Michigan Chapter marketing executives who 
are responsible for management of marketing 
research or who use marketing research in- 
formation. 


New England Chapter 


Officers 1943-44 
President—Ralph R. Butler, 
Mills 
Vice-President—Gerald B. Tallman, Mas- 
sachusetts Institute of Technology 
Treasurer—Harold P. Smith, United 
States Department of Commerce 
Secretary—John M. Sherman, Federal 
Reserve Bank of Boston 


Kendall 


1943-44 Program 

The Chapter has adopted as its major 
program for the year a series of panel dis- 
cussions which will deal with the dynamics 
of postwar business growth. This program 
was suggested by Allen W. Rucker, President 
of Eddy-Rucker-Nickels Company, and 
Program Director of the Chapter. By “‘dy- 
namics” is meant the segregation of indus- 
tries into two classes: (a) those which by 
their fluctuations actually cause changes in 
the trend of the business cycle, and hence are 
the dynamic industries; and (b) other indus- 
tries which merely act as transmitters and 
amplifiers. There are also other dynamic 
forces in addition to business which will be 
considered. 

It is hoped, through the meetings of this 
year, to isolate those industries which are 
likely to be the dynamic ones and then to 
discover how other types of businesses might 
relate their activities and planning to the 
movements of the dynamic industries. At 
each discussion, three persons will be as- 
signed to analyze certain aspects of the sub- 
ject so as to indicate the probable effects of 
the dynamic industries on other industries. 


Meetings 

The opening meeting of the season on Sep- 
tember 21 was a panel discussion of ““Dy- 
namic Factors in Postwar Marketing: Popu- 
lation.” The speakers were Allen W. Rucker, 
President, Eddy-Rucker-Nickels Company, 
and Gerald B. Tallman, Assistant Professor 
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of Marketing at the Massachusetts Institute 
of Technology. 

On October 19 the second meeting was 
held at which Mr. Edward R. Dewey, Di- 
rector of the Foundation for the Study of 
Cycles, spoke on the subject, ““Cycles—The 
Key to the Future.” Mr. Dewey outlined 
the work of the foundation and illustrated 
by means of lantern slides that periodically 
recurring cycles occur in many fields of na- 
ture as well as in business, and in some cases 
their turning points can be anticipated with 
a degree of closeness that is almost uncanny. 

A large number of guests was present at 
this meeting, which was held on the closing 
day of the Boston Conference on Distribu- 
tion, and which had brought many out-of- 
town visitors to Boston, one of whom was 
Dr. Cawl, President of the Philadelphia 
Chapter. Also present was Mr. Lyman Hill, 
Moderator of the Postwar Session at the 
Cleveland A.M.A. Conference. President 
Butler announced that Prof. C. H. Sandage 
of Miami University and Visiting Professor 
of Business Research at the Harvard Busi- 
ness School had joined the New England 
Chapter. 


New York Chapter 


Officers 1943 

President—Dale Houghton, School of 
Commerce, New York University 

Vice-President—Cara Haskell Vorce, Fer- 
ry-Hanly Co. 

Secretary—Joseph S. Boyajy, Recording 
and Statistical Corp. 


Treasurer—Arthur Hurd, Newsweek 


Directors—Lloyd H. Hall, The Lloyd H. 
Hall Co.; John J. Karol, Columbia Broad- 
casting System, Inc.; George G. Shor, 
American Weekly. 


Meetings 

The first fall meeting was held on Thurs- 
day, October 28th, in the Satire Room of the 
Hotel Sheraton. The guest speaker was 
Colonel F. R. Kerr, Deputy Chief Army 
Exchange Service, who spoke on ““The Place 
of Army Exchanges in the Field of Retail 
Distribution.” 


Discussion groups 

To supplement its regular monthly meet- 
ings, the New York Chapter now has four- 
teen discussion groups under the general 
chairmanship of Arthur P. Hirose of the 
McCall Corporation. These groups meet once 
a month or less frequently as the occasion 
arises. 

Copy Testing —Harry Gould of This Week 
is Chairman of this group and Miss Caroline 
E. Aber of the McCall Corporation is Secre- 
tary. The first meeting this fall was to hear 
Dr. George H. Gallup, Director of the Amer- 
ican Institute of Public Opinion and Vice 
President of Young and Rubicam, give some 
observations on copy testing methods. One 
hundred and thirteen people attended the 
meeting. 

Field Research—H. A. Richmond of the 
Metropolitan Life Insurance Company is 
Chairman of this group and John Kurie of 
Look Magazine is Secretary. At the first fall 
meeting, Member Frank R. Coutant, Man- 
aging Director of Fact Finders Incorporated, 
was the guest discussion leader and the topic 
was “The Task of Field Research During the 
War.” Sixty-five people attended the meet- 
ing. 

Merchandising.—This is a new discussion 
group formed this fall under the Chairman- 
ship of Mr. J. B. Singer, Vice President of the 
Federal Advertising Agency, with Miss Ruth 
Brod of Grey Advertising Incorporated as 
Secretary. 

The group held its first meeting in Sep- 
tember vith Zenn Kaufman as guest discus- 
sion leader, the topic of the meeting being 
“The Place of Showmanship in Merchandis- 
ing. 

A second meeting was held in October with 
A. H. Motley of the Crowell-Collier Pub- 
lishing Company leading the discussion on 
“Merchandising in War Time.” 

A third meeting is planned for November 
with Paul Hollister, Vice President of the 
Columbia Broadcasting System, leading the 
discussion on the merchandising of radio pro- 
grams. Although a new group, the merchan- 
dising group already has an attendance of 
50 people at its meetings. 

Packaging Problems——Harry Chapperon 
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of the Charles M. Storm Company is Chair- 
man of the group. Donald E. West, its Secre- 
tary, is serving with the War Production 
Board in Washington and so his associate, 
Donald W. White of the McCall Corporation 
is acting as Secretary. 

At the September meeting, Mr. White led 
the discussion on the effects of packaging on 
merchandising. 

For its October meeting the group had 
Mr. L. A. Johnson, President of Johnson’s 
Foods, Incorporated, Syracuse, New York, 
to discuss packaging and self-service food 
stores. The average attendance at these 
meetings is thirty-eight people. 

Population and Occupational Shifts —This 
group, under the Chairmanship of Dr. R. J. 
McFall and with Miss Caroline E. Aber of 
McCall Corporation as its Secretary, has 
held two fall meetings. 

Samuel G. Barton, President of Industrial 
Surveys, was the guest discussion leader and 
the topic of the first meeting was “Latest 
Shifts in Income and Buying Habits.” 

For the October meeting of the group, 
A.M.A. Director Lyman Hill, Director of 
Sales Research for Servel, Incorporated, led 
the discussion on how a representative city 
is preparing for population and occupational 
shifts that will occur after the war. 

Postwar Market Planning—Rene Pepin 
of the Vick Chemical Company is Chairman 
of this section with Donald W. White of 
the McCall Corporation acting as Secretary 
in place of Donald E. West. 

The group has had two meetings this fall. 
A.M.A. Member William J. Shine, Regional 
Price Executive of the Office of Price Ad- 
ministration, led the discussion on “How 
OPA Functioning Might Affect Postwar 
Activities.” 

At the October meeting, Mr. J. George 
Frederick, President of The Business Bourse, 
led the discussion on “The Postwar Deluge of 
New Goods and Products.” 

Radio in War Time.—This group is under 
the Chairmanship of George Allen of Station 
WOR and has as its Secretary, Miss Lucy 
Perry of Benton & Bowles. The first meeting 
was held on November 17. 

Reading Habits in War Time.—T. Mills 


Shepard of Dun & Bradstreet, Incorpo- 
rated, is the new Chairman of this group, 
which numbers 40 people. R. A. Gans is Sec- 
retary. 

At the September meeting, Allen B. Sikes 
of the Bureau of Advertising of the American 
Newspaper Publishers Association led the 
discussion on newspaper reading habits. 

At the October meeting, A.M.A. Member 
Ray Robinson of the Crowell-Collier Pub- 
lishing Company was guest discussion leader 
with the topic “Fiction and Fact in Magazine 
Reading.” 

Retail Distribution —This is a new group 
formed in 1943 and has as its Chairman, 
Professor John W. Wingate of New York 
University and as its Secretary, Miss Louise 
Thion of the Cigar Institute of America. The 
group refused to take a summer recess and 
had meetings in both July and August. At 
the July meeting, Robert F. Welch, Buyer of 
J. C. Penney Company, led the discussion on 
specification buying. 

At the August meeting, Mr. W. J. P. 
Smith, General Manager of Ohrbach’s, gave 
the story of the limited service operation of 
this unique store. 

At the September meeting, H. E. Glave, 
Superintendent of Thalhimer’s, Richmond, 
Virginia, led the discussion on the “Applica- 
tion of Self-Service to Department and Spe- 
cialty Stores.” 

The October meeting of the group was 
combined with the regular monthly meeting 
of the Chapter and Colonel F. R. Kerr, 
Deputy Chief of the U S. Army Exchange 
Service, spoke on “The Place of Army Ex- 
changes in the Field of Retail Distribution.” 

At the November meeting, Harry W. 
Barth, Personnel Director of the W.T. Grant 
Company, led the discussion on “Retail Per- 
sonnel Policies.” 

This group has an average attendance of 
50 people. 

Sales &§ Distribution Problems.—Murray 
Koff of the Fleischmann Distilling Corpora- 
tion is the new Chairman of this group which 
has Allen Fagans of Newsweek as its Secre- 
tary. 

At the October meeting, attended by 25 
people, Felix Coste, Vice President of the 
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Coca-Cola Company, explained that organi- 
zation’s wartime plan for retail selling and 
how it works. 

Sales Promotion——This group was also 
formed in the fall of 1943 with Herbert 
Stephen of Printers’ Ink as its Chairman and 
Robert A. Gans of Dun & Bradstreet as its 
Secretary. The group has already held two 
meetings with an average attendance of 30 
people. 

At the first meeting in September, Schuy- 
ler Hopper of The Progressive Grocer was 
guest discussion leader on the topic of sales 
promotion in the business paper field. 

At the October meeting of the new group, 
C. E. Gischel, Advertising Manager of 
Walter Kidde & Company, was guest discus- 
sion leader and his topic was “More Produc- 
tion by Sales Promotion Methods.” 

Industrial Marketing —W. R. Donaldson 
of the Celanese Corporation is Chairman and 
John C. Spurr of the McGraw-Hill Publish- 
ing Company is Secretary of this group. Mr. 
Spurr is a former member and executive of 
the Philadelphia Chapter of the Association. 

The first meeting of the group was held in 
November. 

Two groups which have not yet had fall 
meetings are the Advertising Appeals group 
which has as its Chairman Dr. O. L. Tinkle- 
paugh of J. M. Mathes Incorporated, and 
W. B. Bunn of the Newell-Emmett Company 
as its Secretary, and the Market Research 
and Public Opinions Polls group which has 
as its Chairman H. A. Thompson of Arthur 
Kudner Incorporated and Gerald Tasker of 
Newell-Emmett Company as its Secretary. 


Personnel Changes 


John W. Baker, Tracy-Locke-Dawson, 
Inc. to J. M. Mathes, Inc.; Stephen H. Hart- 
shorn, L. M. Clark, Inc. to Tracy-Locke- 
Dawson, Inc.; John Hawley, General Elec- 
tric Co. to The Carborundum Company; 
O. R. Johnson, Trade-Ways, Inc. to War 
Production Board; George Mateyo, Colum- 
bia Broadcasting Co. to McKinsey & Com- 
pany; T. Mills Shepard, Daniel Starch & 
staff to Dun & Bradstreet, Inc.; Edgar Steele, 
L. M. Clark, Inc. to Maxon, Inc.; Howard 
A. Stone, Daniel Starch & Staff to Campbell- 


Ewald Company; Adolph J. Toigo, Geyer- 
Cornell-Newell, Inc. to Wm. Esty & Co.; 
Hans Zeisel, Benton & Bowles, Inc. to 
McCann-Erickson, Inc. 

Members entering the Armed Services in- 
clude Alice Gordon of McCall Corporation 
and Eric Sundquist of Daniel Starch & 
Staff. 


Philadelphia Chapter 


Officers 1943-44 
President—Franklin R. Cawl, Arthur 
Kudner Co. 


Vice-Presidents—Lawrence C. Lockley, 
E. I. duPont de Nemours & Co.; Roland 
G. E. Ullman, R. G. E. Ullman Organization 

Secretary—William F. Buehl, McGraw- 
Hill 

Treasurer—Irving W. Wilder, Henry Dis- 
ton & Sons 


Meetings 

The first Chapter dinner of the season was 
held at the Engineers Club in Philadelphia 
on Tuesday, October 26. Forty members and 
guests turned out to hear Leon M. Pearson, 
brother of Drew Pearson and author of the 
syndicated column on Latin America— 
“Below the Rio Grande”—speak on the sub- 
ject of “Latin-American Markets as a Back- 
ground for Better Postwar Profits at Home.” 
Mr. Pearson discussed South American and 
Latin-American markets in general, and then 
the meeting was opened for a half-hour of 
questions from the audience. Many of the 
questions dealt with the development of 
health standards in Latin America, where to 
get information on markets, and Latin- 
American trade terms. In general, Mr. Pear- 
son believes that the postwar outlook for 
Latin-American trade is exceptionally good, 
although subject to certain undeterminable 
factors which may arise as we go on through 
the war period. 

A new chapter constitution has been pre- 
pared by vice presidents Ullman and Lock- 
ley which, it was announced, will be sub- 
mitted to the membership by mail and will 
be voted upon at the next meeting scheduled 
for November 16. 














THE FOURNAL OF MARKETING 


369 





The chapter membership now includes 
forty-one people (October 29) and is growing 
rapidly under the leadership of director and 
membership committee chairman Donald 
Hobart. 

John Hartman, Director of the Charles 
Morris Price School in Philadelphia, is 
chairman of the program committee and is 
planning a series of meetings for the rest of 
the season dedicated to a study of marketing 
problems in several important fields. 


Twin City Chapter 


Officers 1943 

President—D. J. Gould, Ross Federal 
Research Corporation 

Vice-President—R. T. Browne, Pillsbury 
Flour Mills Company 

Secretary-Treasurer—Edith Knutsen, Mc- 
Cann-Erickson, Inc. 

Directors—C. R. Vickland, McKesson & 
Robbins, Inc.; Minnie Anderson, Webb 
Publishing Company 
Committee Chairmen 

Program—Gordan A. Hughes, General 
Mills, Inc. 

Membership—Will F. Kissock, Depart- 


ment of Commerce 


Publicity—R. E. Prendergast 


Meetings 


The inaugural meeting of the Twin City 
Chapter of the American Marketing Associ- 
ation was held on Friday, October 21, in the 
Minneapolis Athletic Club. Ways and means 
of implementing the broader objectives of 
the American Marketing Association into the 


current interests and responsibilities of 
Chapter members in the Northwestern area 
were presented by Mr. S. C. Gale, Vice- 
President and Director of Advertising of 
General Mills, Inc., from the standpoint of 
business; Mr. Russell A. Stevenson, Dean of 
the School of Business Administration, Uni- 
versity of Minnesota, from the point of view 
of the educational institution; and Mr. 
Arthur R. Upgren, Vice-President and Chief 
Economist, of the gth District Federal Re- 
serve Bank, from the standpoint of banking 
and general economic interests. Professor 
Roland S. Vaile, of the University of Minne- 
sota, summarized the remarks of the preced- 
ing speakers and set the stage for the in- 
auguration and indoctrination of the Twin 
City Chapter by Mr. Albert Haring, President 
of the American Marketing Association. As 
of October 27 there were 32 members in the 
Chapter. 

Tentative plans for the balance of the year 
include presentations on such problems as 
the Albert Lea, Red Wing, and other small- 
town surveys being conducted in behalf of 
postwar planning, the Midcontinent Re- 
search project, and the adaptation of 
“Markets After the War” to a basis of local 
interest and local problems. It is planned 
that the Chapter will not only have a real 
interest in these projects, but will be an 
active participant. 

There are several Twin Cities companies 
represented in the Twin City Chapter of the 
American Marketing Association who are 
looking for market research or marketing 
people. Anyone so qualified who is desirous 
of locating in the Twin City area is invited to 
write to Miss Edith Knutsen, Secretary. 
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STATEMENT OF THE OWNERSHIP, MANAGEMENT, cincy. 
LATION, ave. REQUIRED BY THE’ ACTS OF CONGRESS O 
GUST 24, 1912, AND MARCH 3, 


Of THE aman, OF MARKETING, published Quarterly at 
Menasha, Wisconsin, for October 1943 issue. 


State of New York 
County of New York 


Before me, a Notary Public in and for the State and county 
aforesaid, personally appeared Robert N. King, who, having been 
duly sworn according to law, deposes and says that he is the Busi- 
ness Manager of the Journal of Marketing and that the following 
is, to the best of his knowledge and belief, a true statement of the 
ownership, management (and if a daily paper, the circulation), 
ete., of the aforesaid publication for the date shown in the above 
caption, required y the Act of August 24, 1912, as amended by 
the Act of March 3, 1933, embodied in section 537, Postal Laws 
on eH printed on the reverse of this form, to wit: 

That the names and addresses of the publisher, editor, manag- 
on editor, and business managers are: Publisher, George Banta 
Publishing Company, Menasha, Wisconsin; Editor, Reavis Cox, 
Retail Credit Corporation, Washington, D.C.; Managing Editor, 
Charles F. Phillips, Office of Price Administration, Washington, 
D.C.; Business Manager, Robert N. King, 383 Madison Ave., 
New P 17, New York. 

2. That the owner is: No owners, no stockholders. An Association 
pubiteation distributed free to members of the American Marketing 
As tion. 

3. That the known ra my mortgagees, and other security 
holders owning or holding 1 per cent or more of total amount of 
bonds, mortgages, or other securities are: None. 


4. That the two paragraphs next above, giving the names of the 
owners, stockholders, and security holders, if any, contain not only 
the list of stockholders and security holders as they appear upon 
the books of the company but also, in cases where the stockholder 
or security holder appears upon the books of the company as 
trustee or in any other fiduciary relation, the name of the } «rson 
or corporation for whom such trustee is acting, is given’ also 
that the said two paragraphs contain statements embracing afhant’s 
full knowledge and belief as to the circumstances and conditions 
under which stockholders and security holders who do not appear 
upon the books of the company as trustees, hold stock and securi- 
ties in a capacity other than that of a bona fide owner; and 
this afflant has no reason to believe that any other person, associa- 
tion, or corporation has any interest direct or indirect in the said 
stock, bonds, or other securities than as so stated by him. 

5. That the average number of copies of each issue of this 
publication sold or distributed, through the mails or otherwise, 
to paid subscribers during the twelve months preceding the date 
shown above is . (This information is required from daily 


publications only.) 

ROBERT N. KING (Signed) 
— to and subscribed before me this 27th day of September 
[SEAL] HARRY A. HOLLOWAY (Signed) 
(My commission expires March 30, 1944.) 


(Notary Public, Kings County No. 73, New York County Clerk 
No. 114, New York County Register No. 4H69.) 








